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ARE GENERAL 
FIRE INSURANCE 
CARRIERS 


@ Mill Mutual insurance means 
savings to policyholders. Care in 
selection of risks, economical 
operations and better fire preven- 


tion engineering reduce the cost. 























Western Millers Mutual Fire Insurance Co... . Kansas City, Mo. 


National Retailers Mutual Insurance Co......... Chicago, Ill. 
Michigan Millers Mutual Fire Insurance Co... . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co... ... Des Moines, Iowa 
Millers Mutual Fire Insurance Co........... Harrisburg, Pa. 
Millers Mutual Fire Insurance Co......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co... . Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association......... Alton, Il. 
Grain Dealers National Mutual Fire Ins. Co..... . Indianapolis 





MUTUAL FIRE PREVENTION BUREAU 
230 East Ohio St. 3% Chicago, Ill. 


A service organization maintained by the 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
oe | 


Offices From the Atlantic to the Pacific 


—” Gale & Stone, Boston Justin Peters, Philadelphia - 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 
James S. Kemper, Mgr. 
Chicago, Milwaukee, Minneapolis, Omaha. 
Lumber Mutual Agency, 
Indianapolis, Memphis, Dallas, Kansas City. 
The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. + 
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THIS MONTH 


THE New Outlook in its current issue 
contained an article on insurance which 
we felt was worthy of reproduction. 
Our mixed feelings of approval and dis- 
approval can best be realized through 
a careful reading of our editorial com- 
ment upon it, which is almost as long 
and just as interesting. See Pages 15 
and 18. ® The Silicosis problem receiv- 
ed long and careful attention at the 
last Claims Conference of the Mutual 
companies. We present a summary of 
two of the papers on the medical as- 
pects of that occupational disease 
which contains much that is instructive 
and some comments that are actually 
cheerful. © One of the most important 
pieces of legislation enacted under the 
New Deal is the Securities Exchange 
Act of 1934, intended to eliminate dis- 
honest practices in the investment 
banking business. Professor Hoffman 
explains the machinery. 


NEXT MONTH 


THE annual convention of the Feder- 
ation of Mutual Fire Insurance Compa- 
nies and the National Association of 
Mutual Insurance Companies will be 
held at Savannah, Georgia, in Novem- 
ber. Next month we hope to have some 
data on the place and program for our 
readers. ® Several choice specimens of 
stock company propaganda are being 
considered for dissection in "Bunk of 
the Month." 
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HARRY J. MORTENSEN 


Commissioner of Insurance 
State of Wisconsin 


From a background of university education supplemented with a long 
experience in the practice of law, as a bank executive, as a legislator, and as 
the head of an insurance agency, Mr. Mortensen had an exceptionally wide 
training for the Commissionership of his state. His administration has been 
distinguished by independence of thought and unbending impartiality. As a 
member of the National Convention of Insurance Commissioners, his committees 
include those having to do with Workmen's Compensation, Actuarial Bureaus, 
Rates of Mortality, and Standardization of Agents Applications and Licenses. 
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ISTEN in on the conversation when insurance 
| men get together, and what is it about? It is nat- 

ural, we suppose, that managers should talk of 
management, underwriters of underwriting, and agents 
of getting the business. This eventually, of course, may 
all blend together to constitute service to the policy- 
holder. But John Public, as such, is frequently seen to 
occupy the position of the negligible 
bridegroom and, to carry the analogy 
further, he is just as certainly called 
upon to pay the bills. And the bills 
mount up to a colossal total, being 
annually the almost inconceivable 
sum of $750,000,000 in fire premiums 
and $788,000,000 in casualty lines. 
Contributing so many millions to the 
operation of organizations from 
which most policyholders receive 
nothing tangible in return, except a 
promise to pay in case of loss, Mr. Public is entitled to 
a large voice in insurance affairs. 

But Mr. Public does not realize that he has a billion 
dollar stake in the business. The average insurance 
premium is too often looked upon as just another an- 
noying item in the householder’s, or storekeeper’s or 
plant owner’s budget—something necessary, and gener- 
ally regarded as too expensive, but inevitable and noth- 
ing can be done about it. Insurance is considered as a 
thing apart, of which the common man partakes as a 
kind of privilege bestowed by very wise and perhaps 
benevolent overlords. 

This is all the more strange when it is contemplated 
that, in the main, the money going into and being taken 
out of the insurance business comes from the policy- 
holder. True enough a certain amount of cash may 
have been put up to start the business, but in the older 
companies this amount has generally been paid back two- 
fold, or more, in stock dividends or extra bonuses, while 
the majority of policyholders, not having had a fire or 
an accident, still hold nothing more than the promise of 
indemnity in the event misfortune overtakes them. So 
that insurance as a whole is conducted on the policy- 
holders money, meaning that Mr. Public has actually 
built up some five billions of assets for the insurance 
companies to do with for better or for worse. 

If, then, this huge money pool is initially the policy- 


THE PUBLIC STAKE 


@ IN THE BUSINESS 
@ OF INSURANCE 


holder’s contribution, who has a better right to put in a 
word for his own interests, or indeed to crack the whip 
a little, than the same Mr. Public? What other business 
operates on funds supplied by its customers, to anywhere 
near the extent than insurance does, except banking, 
which is on an entirely different basis? What store or 
factory but would think that Santa Claus sat on its door- 
step if its trade furnished daily the capital necessary to 
do business, merely on the promise that every so often 
in the future a bit of merchandise would be handed out 
to a few under certain given conditions? What a sweet 
proposition for some one, not only to supply a company 
with money, but generously to hand over a large per- 
centage to that company for using it to the company’s 
advantage. Which, in all fairness, is the procedure in 
stock insurance companies. But before going into a dis- 
cussion of the obvious advantages of the mutual plan in 
serving the insurance needs of the country on the most 
advantageous basis to the policyholders, there remain to 
be considered a number of routine burdens which Mr. 
Public should have lifted from his back. 


One of these burdens is the indiscriminate taxation 
which so many states make it a pastime to impose on 
insurance. Mr. Public doesn’t realize that because he 
is thrifty and arranges to protect himself against various 
hazards he is called upon to pay extra for the privilege 
of being forehanded. He would not object, of course, to 
contributing enough to support an insurance department 
whose duty it is to see to it that proper regulations are 
enforced, but it would peeve him greatly to know that 
the amount raised by such taxation is from four to thirty 
times the cost of con- 
ducting the affairs of 
the department. Some 
day, perhaps, bills for 
insurance will be item- 
ized to show how 
much the home state 
and home town exact 
beyond what is rea- 
sonable from _policy- 
holders. As a matter 
of fact, if this extra 
amount of tax should be paid by anyone it somehow 
should be borne by the owners of uninsured or uninsur- 
able property, which may be a menace to public safety 
and costs the local governments heavily to guard. 

e @ ®@ 

TATES also frequently have deposit laws or make 

efforts to have such statutes passed. The purpose 
doubtless is the futile one of trying to provide that pol- 
icyholders will have a certain fund on which to draw in 
case of losses. It is not generally know that such a law 
weakens a company’s financial structure rather than 
makes it more secure. If fifty thousand dollars is re- 
quired to be put up in each of forty-eight states, here 
would be $2,400,000 scattered throughout the country, 
depleting the easily available assets of the company, and 
making its financial condition less secure. Any company 
organized under good state laws and having the surplus 
stipulated under that state’s statutes may be presumed to 
be dependable. At least it is better off with its moneys 
intact ready for emergencies wherever they may arise, 
rather than frozen piecemeal throughout the nation. De- 
posit laws, either actual or in process of being submitted 
to the legislature, are expensive for the policyholder— 
and thus another charge may be added to the itemized 
bill before referred to. 

Of like kind are the valued policy laws that occasion- 
ally bob up—which would—and in some cases do—allow 
an owner to insure for more than the fair value of his 
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property, and collect the full amount 
of the policy in case of a total loss. 
The owner should know how much 
his property is worth, or if in doubt, 
should have it appraised. Any other 
arrangement is a direct invitation to 
commit arson, as has been demon- 
strated many times. Arson induced 
in this manner, and in its other 
forms, which are legton, puts another 
surcharge in the policyholder’s bill. 
Some estimate the amount to be over 
one hundred million dollars annually. 
We wonder if Mr. Public knows that 
he personally, and no one else, pays 
for this absolute waste. 

ee @ ®@ 

OW often, too, does the average 
H onlooker feel inclined to chuckle 
when juries in auto or compensation 
cases bring in verdicts for excessive 
damages? “Give the poor fellow a 
break” is a sentiment with a very po- 
tent appeal. “The insurance compa- 
nies are rich. They can stand it,” is 
another common observation. So the 
damages are doubled or tripled and 
those responsible for the decision go 
home feeling they have done a kind 
and worthy act. 

But what they have done is that 
they have given Mr. Public a shake- 
down. They have made him subject 
to pay higher rates in the future; 
they have been overly sympathetic to 
one man and inconsiderate of thou- 
sands of others; in fact acted to de- 
base an insurance policy to the status 
of a lottery ticket bought for the 
benefit of a third party. All of which 
contributes a. further unnecessary 
item to the bill for insurance. 

Especially is this true in the com- 
pensation field where rackets of vari- 
ous kinds and high verdicts unsup- 
ported by facts have reached a point 
where Mr. Public must soon do some- 
thing about it, or he will be paying 
for “job insurance” under the guise 
of relieving the distress inevitably oc- 
casioned by accidents in industry. If 
we are to have relief for every one 
who is unfortunate this should be a 
function of national, state and muni- 
cipal governments. Surely its cost 
should not be tacked onto the cost of 
insurance which, by and large, is a 
matter of individual enterprise. In- 
surance must be founded on actuarial 
research, and real loss experience, 
and cannot logically be made the 
medium of charity and philanthropy. 

eo @ @ 

BURDEN which clings to the 

back of Mr. Public like an Old 
Man of the Sea is that aspect of the 
agency system which substitutes the 
whine of personal favor for the giv- 
ing of good constructive service to 
policyholders. The evil of the val- 

(Continued on Page 25) 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Mutual Savings Banks 


MUTUAL SAVINGS BANKS, WITH 
TOTAL DEPOSITS OF ABOUT $5,000,000,- 
000 recently gave notice that they 
would withdraw from the Federal 
Deposit Insurance System on July 1. 
These mutuals represent almost all of 
the mutuals in New York, Maryland 
and a good proportion of those in 
Pennsylvania. The New England 
banks of this type chose not to be a 
part of the system even from the first. 

In view of their consistent record 
for safety, the mutual savings banks 
do not look upon the insurance bene- 
fits as worth what they cost. Even 
the special concession in the new law, 
which extends the temporary deposit 
insurance system, and the provision 
that the mutuals are not subject to the 
increase in the maximum insured de- 
posits from $2500 to $5000 unless 
they wish to be so included, does not 
appeal to them as an attractive prop- 
osition. Furthermore, the plan to set 
up a separate fund for mutuals with 
different conditions surrounding its 
operation, and saving the mutuals 
from bearing the cost of failures of 


banks of other types, has not changed 
their decision to withdraw. 

The Chicago Journal of Commerce 
in commenting on the situation says: 


“The mutual savings banks form a 
very important element in the banking 
structure of the country inasmuch as 
their deposits total about $9,600,000,- 
000. There are a little less than 500 
of these banks. Of the mutuals 234 
with deposits of about $6,500,000,000 
entered the federal deposit insurance 
system, the deposits actually insured 
under the $2,500 limitation amounting 
to about $4,500,000,000. With the pros- 
pective withdrawal of banks with total 
deposits of about $5,000,000,000 it will 
leave in the system mutuals with de- 
posits of not more than $1,500,000,000. 
The insured deposits will be cut down 
from $4,500,000,000 to $1,000,000,000 or 
less. 

“The $4,500,000,000 of insured mu- 
tual deposits has represented nearly 30 
per cent of all insured deposits in the 
system. The system has included 13,- 
870 banks with insured deposits 
amounting to $15,700,000,000. 

“The mutuals in New York state are 
planning to operate their own insur- 
ance system under a new law in that 
state. A private deposit insurance cor- 
poration for savings banks under this 
law is contemplated. There are sim- 
ilar deposit insurance schemes in some 
of the New England states.” 




















Commissioners Committee on 
Securities 


COMMISSIONER BROWN OF MASSA- 
CHUSETTS, AS CHAIRMAN OF THE EX- 
ecutive Committee of the National 
Convention of Insurance Commis- 
sioners, has appointed a Committee to 
take steps looking toward the exemp- 
tion of insurance stock from the scope 
of the Federal Securities Act, as au- 
thorized at the recent meeting of the 
Executive Committee in Chicago. The 
Committee consists of Commissioners 
Boney of North Carolina, Palmer of 
Illinois, and Sullivan of Washington. 

e® @ @ 


Mutuals’ National Convention 
in Savannah 


Nov. 12, 13, 14 and 15 


BECAUSE OF THE SOUTHERN LOCA- 
TION SELECTED FOR THE BIG ANNUAL 
gathering of the mutuals this year, 
the date has been set forward to the 
middle of November in order to be 
sure that weather conditions will be 
right. Accordingly, the dates named 
are announced as November 12th, 
13th, 14th and 15th, thus beginning 
on Monday as is usual and making it 
convenient for week-end travel by 
those who live at some distance with- 
out losing business days. 

Holding the Convention in the 
southeast will complete a cycle of 
mutual gatherings in the four corners 
of the United States, as well as at 
intermediate points. The trip to 
Savannah is being looked forward to 
with much interest by company offi- 
cials and others who will be delegates, 
since the fine old Southern city that 
will be host is noted for its hospitality 
no less than for its scenic beauty. 

No program has as yet been for- 
mulated by the Convention Com- 
mittees, but the tentative suggestions 
made indicate that the agenda of the 
meeting will be one of the most in- 
teresting in years. While the Asso- 
ciation and the Federation sessions, 
as such, will be separated because of 
the different subjects to be con- 
sidered, there are always joint meet- 
ings of the two organizations together 
with a banquet which brings together 
the celebrities of the mutual insurance 
world. 

eee 


Canadian Superintendents of 
Insurance to Meet in 
September 


THE PRESIDENT OF THE ASSOCIA- 
TION OF SUPERINTENDENTS OF INSUR- 
ance of the Provinces of Canada, 
Ralph T. Hartley, K.C., Deputy At- 
torney General of the Province of 
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New Brunswick, has announced that 
the Seventeenth Annual Conference 
of the Association will be held in the 
City of St. John, New Brunswick, on 
September 11, 12, 13, and 14, 1934, 
with headquarters in the Admiral 
Beatty Hotel. 

Commenting on the meeting, the 
Secretary of the Association, R. 
Leighton Foster, Insurance Commis- 
sioner of the Province of Ontario, 
says: 

“The Conference will bring to Saint 
John possibly the most representative 
group of insurance men which has 
ever assembled in the Maritime Prov- 
inces. It is anticipated that every 
province will be represented by its 
Superintendent of Insurance or other 
government insurance supervising off- 
cial who, in many cases, will be ac- 
companied by the Legislative Counsel 
of his province and it is hoped in some 
cases by the Attorney General or other 
Ministers of the Crown. All branches 
of the insurance business,—life, fire 
and casualty insurance; all types of 
insurance organizations, such as stock 
companies, mutual corporations and 
Lloyds; agents’ associations and life 
underwriters, interested in Canadian 
insurance laws, will be represented by 
their executives and counsel from the 
United States as well as Canada. In 
addition, representatives of the Can- 
adian Manufacturers Association and 
the Boards of Trade and of Automo- 
bile Associations and Motor Leagues 
are normally on hand to represent the 
views of the public.” 

The agenda for the 1934 Confer- 
ence will include discussions of the 
Uniform Life Insurance Act, the 
Uniform Fire Insurance Act, the 
Uniform Automobile Insurance Act, 
Definition and Interpretation of Un- 
derwriting Powers of Fire, Marine, 
and Casualty Underwriters, and 
Credit and Free Insurance Evil. 
There will also be reports from vari- 
ous committees. 


Stocks Consider Installment 
Plan 


THE INSURANCE EXECUTIVES ASSO- 
CIATION RECENTLY HELD A CONFER- 
ence at New York for discussion of 
the suggestion that steps be taken to 
meet the competition created by the 
growing practice of several com- 
panies to collect the premium under 
a term policy in annual installments. 
Representatives from all of the re- 
gional organizations, including the 
Western Insurance bureau, were pres- 
ent. No decision was announced. 


The advantage to the assured in 
carrying a term contract is of course 
the rate reduction, while the com- 
panies benefit by the interest earned 
and by the saving in handling the 
business. 


There is also an advantage 
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to agents in a term business in shape 
ot competition. 

Some of the companies which have 
been handling term premiums on this 
basis for some time have acquired a 
large volume of business and the or- 
ganization companies are undoubtedly 
feeling their competition keenly. 


Pennsylvania Mutuals in 
Annual Gathering 


THE PENNSYLVANIA STATE ASSOCIA- 
TION OF MUTUAL INSURANCE COM- 
panies held its annual convention 
for 1934 at Norristown on June 19th 
to 21st. Over three hundred attended 
the meetings and the gathering is re- 
ported to have been one of the larg- 
est of its kind ever held in Pennsyl- 
vania. 

A full program of both set ad- 
dresses and round table discussions 
occupied the attention of the conven- 
tion during the three days and proved 
so interesting that a summary of all 
of the proceedings is to be published 
in the Mutual Insurance Journal- 
News, the organ of the association in 
its next issue, 

The officers of the Pennsylvania 
organization are Wilmer Crow of 
Harrisburg, president; W. W. Dod- 
son of Harrisburg, first vice-presi- 
dent; F. J. Varcoe of Honesdale, sec- 
ond vice-president; B. W. Dambly, 
Skippack, third vice-president ; and 
Guy C. Eaby of Lancaster, secretary 
and treasurer. 


Mutual Agents Convention 


DEFINITE DATES FOR THE ANNUAL 
CONVENTION OF THE NATIONAL ASSO- 
ciation of Mutual Insurance Agents 
have been set for September 26th, 
27th and 28th. The place is Wash- 
ington, D.C. A comprehensive pro- 
gram touching all phases of the mu- 
tual insurance business has been pre 
pared. Many prominent men in the 
mutual insurance business will be on 
hand to express their views of the 
future of mutual insurance. A very 
fine program of social entertainment 
is being planned. 

All agents representing mutual 
companies, whether they are mem- 
bers of the Association or not, are in- 
vited to attend the meetings which 
will afford an excellent opportunity 
for eomparing methods with other 
agents throughout the country. Many 
company officials will also be in at- 
tendance, and this will enable the 
agents to meet executives of their 
companies personally. 








Fire Facts in a Nut Shell 


SOMEONE SENDS US A CLIPPING 
FROM AN UNIDENTIFIED SOURCE 
which puts into a few words the fol- 
lowing amazing facts about fires: 

“Every time the second 
your watch ticks off twenty 
somewhere there is a fire. 


hand of 
seconds, 


“Three fires a minute, 
every day—such is America’s fearful 
fire rate—a total of more than 1,577,- 
000 fires a year. Every twenty-four 
hours fire destroys 1,211 buildings. Of 
these, 931 are homes, 5 are schools, 5 
churches, 15 hotel buildings, 6 depart- 
ment stores, 2 theatres, 8 public gar- 
ages, 3 printing plants, 3 dry goods 
stores and 96 farm buildings. 

“Fire America over $800 a 
minute or $48,200 every hour. In the 
last five years the total property loss 
from fire reached the gigantic total of 
$2,086,392,098. Added to this went a 
loss of more than 50,000 lives—almost 
as great a loss as that of American 
soldiers in the European War. 

“And the appalling thing about this 
destruction is that nine out of ten fires 
could have been prevented.” 


every hour of 


costs 


All of which, we should say, calls 
not only for good insurance protection 
but a larger and larger emphasis on 
prevention activities, 

ee ee @ 


May Fire Losses Higher 


FIRE LOSSES DURING MAY, 
BECAUSE OF THE 


PERHAPS 
CHICAGO FIRE, WERE 


higher than those of April and 
slightly above those of the same 
month in 1933. The total, according 


to figures given out by the National 
Board of Fire Underwriters, amount- 
ed to $25,271,459. This amount is 
$932,745, or 3.83% more than the 
losses in May 1933, and 14.72% 
more than those in April 1934, The 
total for the first five months of 1934 
is still far below that for the corre- 
sponding period of 1933, the respec- 
tive totals being $138,058,828 for 
1934 as against $159,694,978 in 1933. 


G. & R. Condition Reported 


THE FINANCIAL CONDITION OF THE 
GLOBE AND RUTGERS FIRE INSURANCE 
Company between March 24, 1933 
and March 31, 1934 through reinsur- 
ance of the major portion of the 
company’s unearned premium reserve 
and the sale and increased value of 
securities held in the company’s port- 
folio is shown in the first report, 
audit and petition by George S. Van 
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Schaick, State Superintendent of In- 
surance as Rehabilitator of the com- 
pany, which was recently filed. The 
report covers the acts of the Rehabi- 
litator from the entry of the rehabili- 
tation order on March 24, 1933 
through March 31, 1934. 


In order to seesity for the payment 
of claims and the protection of credi- 
tors, the report states that two highly 
constructive steps were taken :—(1) 
the reinsurance, wherever possible, of 
business in force with the company on 
the date of the entry of the rehabili- 
tation order, and (2) the sale of 
securities in the portfolio of the com- 
pany to provide against market fluc- 
tuations and to revise security hold- 
ings of the company. 

The Superintendent of Insurance en- 
tered into fourteen reinsurance con- 
tracts whereby an unearned premium 
reserve in the amount of $4,777,854.16 
was reinsured with other companies 
upon the payment of $2,717,625.11, 
thereby effecting a gain for the com- 
pany through reinsurance commis- 
sions in the amount of $2,060,154.05. 
The company was thereby left with an 
unearned premium reserve of ap- 
proximately $1,000,000. 

The proceeds of the sale of securi- 
ties between March 24, 1933 and 
March 31, 1934 aggregated $12,278,- 
546.87. The market value on March 
24, 1933 of the securities sold totaled 
$7,192,156.77. The sale has therefore 
resulted in a profit of $5,086,390.10 
although there was a loss of $12,547,- 
279.83 as against original cost. 

In the aggregate the market value 
on March 31, 1934 of the securities 
then remaining on hand amounted to 
$18,711,943.89. As these securities had 
a market value of only $11,406,714.52 
when the Rehabilitator took possession, 
there was an appreciation in value of 
$7,305,229.37. As of March 31, 1934, 
the company had cash in banks 
amounting to $9,585,687.63. Of this 
amount, $6,726,013.85 was held by the 
Reconstruction Finance Corporation as 
cash collateral for its loans to the 
company. 

ee @ 


Mississippi Business 
Unprofitable 


FIRE INSURANCE COMPANIES OP- 
ERATING IN MISSISSIPPI OVER A FIVE 
year period have paid out $120.03 for 
every $100 received, according to a 
tabulation recently made by the State 
Insurance Commission. In 1933 the 
companies collected premiums of $3,- 
754,251 and paid out $3,844,721, 
making a loss ratio of 102.4 per cent. 

“Tt will be noted” said George D. 
Riley, Insurance Commissioner “‘that 
the record has improved during the 
last year and it is hoped that this and 
future years will improve to a point 
where the companies will make a 
reasonable underwriting profit and be 
in a position to reduce rates. As the 
record now stands, the companies’ 
operations have been without any 
profit whatsoever.” 





Expose Chicago Arson Ring 


STATE’S ATTORNEY COURTNEY OF 
COOK COUNTY HAS RECENTLY EXPOSED 
an alleged arson ring in Chicago 
which is supposed to be involved in 
losses totalling around $100,000. Six- 
teen members are at present in cus- 
tody and others are still being sought. 

The gang is reported to have con- 
fessed setting fire to the Pappas and 
Alex Restaurant Supply Company at 
167 W. Lake Street in 1931. There 
are six unpaid losses which occurred 
in the latter part of 1933 and the 
early part of this year in which the 
gang is supposedly involved. An- 
other similar ring is being hunted by 
the police. 
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Approve Personal Property 
loaters 


CALIFORNIA AND WASHINGTON 
HAVE RULED THAT INSURANCE COM- 
panies may issue personal property 
floaters, of the type sometimes known 
as the householders comprehensive 
policy. E. Forrest Mitchell, Insur- 
ance Commissioner of California, in 
an order dated June 18th and effective 
on that date modified the nationwide 
definition and interpretation of the 
insurance powers of Marine and 
Transportation Underwriters to allow 
the personal property floater to be 
written. The fight for the new form 
in every state has been led by the St. 
Paul Fire & Marine Insurance Com- 
pany which writes a tremendous vol- 
ume under this form. 


Canadian. Fire Losses 
Still Low 


CANADIAN FIRE LOSSES DURING 
MAY AMOUNTED TO $2,098,600 As 
compared with $2,172,800 during 
May of 1933. It is interesting to 
note that the Canadian losses con- 
tinue to show the trend which has 
been so evident during the past month 
while the American record for May 
is adversely affected by the heavy 
loss due to the Chicago fire. 


Testing Laboratory 
for Canada 


THERE IS APPARENTLY A GREAT 
DEAL OF AGITATION FOR A SEPARATE 
Canadian testing laboratory which 
will take the place in that territory of 
the Underwriters Laboratories in 
Chicago. It is said that the British 
manufacturers of fire extinguishing 
devices, especially automatic sprin- 


klers, are very much dissatisfied be- 
cause they are unable to sell their 











products in Canada. The rating or- 
ganizations are now giving credits 
only for devices approved by the Un- 
derwriters Laboratories of Chicago, 
and the British manufacturers have 
difficulty in securing such approval. 
It is said that the standards of the 
Underwriters Laboratories are more 
severe than those of the fire offices 
committee in England, which makes 
the British standard. 


Pennsylvania Approves 
Marine Definition 


THE PENNSYLVANIA INSURANCE DE- 
PARTMENT HAS ANNOUNCED THE 
adoption of the definition and inter- 
pretation of marine underwriting 
powers as approved by the National 
Convention of Insurance Commis- 
sioners. In making this ruling Acting 
Commissioner Chas. H. Graff has 
ruled that annual policies may con- 
tinue to the original expiration date; 
term policies must be cancelled or 
amended to conform to the ruling not 
later than the next anniversary date 
of their attachment; continuous poli- 
cies may continue as written to the 
next anniversary date, but thereafter 
must conform to the ruling. 


Agents and Cotton Insurance 


THE EFFORT OF THE -SOUTHERN 
AGENTS’ CONFERENCE TO SECURE FOR 
its members the distribution of the 
insurance on cotton on which the 
Commodity Credit Corporation makes 
loans, has failed. The Board of Di- 
rectors of the Corporation notified 
the National Association of Insur- 
ance Agents in New York that the 
Board of Directors of the Commod- 
ity Credit Corporation had consider- 
ed the agents’ proposal and rejected 
it in view of the satisfactory arrange- 
ments for the handling of the cotton 
insurance which are now in effect. 

The National Association offices 
in New York issued the following 
statement: 

“Convinced that this action is con- 
trary to the intent and expressed ob- 
jective of the Administration’s recov- 
ery program, the Southern agents will 
not allow the case to rest on this deci- 
sion, but will vigorously protest the 
action of the C.C.C. in concentrating 


the insurance in the hands of three 
brokers.” 


Cotton States Suit Settled 


AN ORDER OF VOLUNTARY NON-SUIT 
IN THE CASE OF THE COTTON STATES 
Mutual Insurance Company of Col- 
umbia, South Carolina vs. the Central 
Manufacturers’ Mutual Insurance 
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Company of Van Wert, Ohio, was 
granted today. 

This suit was started about two 
years ago by the Cotton States Mu- 
tual Insurance Company which sued 
the Central for $250,000 alleging 
conspiracy and fraud and claiming 
that the Central through their State 
Agent S. C. Roper of Spartansburg, 
South Carolina conspired to wreck 
the Cotton States Mutual. This, the 
Central denied and claimed that at 
the request of the Cotton States Mu- 
tual, the Central sent their fieldman 
to investigate, but that after investi- 
gation it was found that the Cotton 
States Mutual had already passed the 
point of possible rehabilitation, and 
for this reason the proposition to take 
over the business of the Cotton States 
Mutual was rejected by the Central. 


The case was first brought in Union 
County, South Carolina, then trans- 
ferred to Richland County of which 
Columbia is the county seat and at 
the trial in April of this year, the 
jury disagreed, resulting in a mis- 
trial. 
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CASUALTY 
NEWS « « © 
Railroads Set Safety Record 


ACCORDING TO DATA COLLECTED BY 
THE INTERSTATE COMMERCE COMMIS- 
sion, the railroads last year estab- 
lished the best record for safety in the 
history of American travel. Fatali- 
ties for the year, including passengers 
and workers, totalled 530. This figure 
is the smallest for any recent year and 
is 75 per cent less than the fatalities 
registered in 1923. That year there 
were 2,164 deaths from accident. 
The reduction of the number of in- 
jured was even more striking. All re- 
ported injuries to passengers and 
employees last year amounted to 
17,555, as compared with 158,525 in 
1923, a reduction of 89 per cent. 


Casualty Paper Prize 


AT THE MAY MEETING OF THE 
CASUALTY ACTUARIAL SOCIETY IT WAS 
announced that the Secretary, Rich- 
ard Fondiller, had presented the 
Society one hundred dollars to be 
awarded as a prize for the best paper 
presented in connection with the 
twentieth anniversary meeting next 
November. Only Fellows and Asso- 
ciates admitted by examination com- 
mencing with November 19, 1929 are 
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eligible to compete. Fellows who 
were admitted to Associateship stand- 
ing without examination and _ later 
qualified for Fellowship by examina- 
tion are eligible. Papers may be writ- 
ten on any phase of actuarial or sta- 
tistical science as applied to casulty, 
surety or social insurance. Other 
details may be had by addressing the 
society at 90 John St., New York 
City. 
ee @ 


Insurance Against Vandalism 


THE EXPLOSION CONFERENCE IS 
CONSIDERING WHETHER OR NOT IT 
will take jurisdiction over vandalism 
and malicious mischief insurance. If 
the decision is favorable, the member- 
ship then will be asked to vote on a 
form of endorsement which would 
extend the coverage under a riot and 
civil commotion policy to include van- 
dalism and malicious mischief. 

The recent New York legislature 
enacted a law permitting fire com- 
panies to write vandalism and mali- 
cious mischief coverage and it is un- 
der the authority of that statute that 
the present proposal is made. Assump- 
tion of jurisdiction has been approved 
by the Executive Committee. The 
proposed endorsement extending a 
riot and civil commotion policy to in- 
clude coverage against vandalism and 
malicious mischief would be a $500 
deductible form. 


New Employers Liability 
anual 


EFFECTIVE JUNE 30TH, 1934 THE 
PRESENT EMPLOYERS LIABILITY MAN- 
ual applicable in Arkansas, Florida, 
Mississippi, Oregon, South Carolina, 
Washington and monopolistic state 
fund states is discontinued, according 
to the National Bureau of Casualty 
and Surety Underwriters. The new 
compensation and employers’ liability 
manual rules and classifications to- 
gether with the special rules incor- 
porated on the revised employers’ 
liability rate pages become effective 
as of that date for these states. Im- 
portant changes include the introduc- 
tion of the expense constant for em- 
ployers’ liability insurance in accord- 
ance with the expense constant rules 
in the new compensation manual; a 
revision of the classifications to which 
Table A applies, and the elimination 
from the manual itself of any refer- 
ence to ex-medical policies, which 
may be handled by home offices as 
they have been in the past. Other 
changes affect the workmen’s collec- 
tive rules and rates, additional inter- 
est rules and combination O. L. and 
T. and employers’ liability policies. 
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Increase Compensation Rates 


in New York 


AN INCREASE IN THE WORKMEN’S 
COMPENSATION RATES FOR NEW YORK 
was announced by the New York 
State Insurance Department in the 
following statement : 

“George S. Van Schaick, Superin- 
tendent of Insurance for the State of 
New York, has approved the revised 
schedule of premium charges for 
workmen’s compensation insurance 
submitted by the Compensation Insur- 
ance Rating Board. 

“The level of the new rate scale rep- 
resents an increase of 10.3 per cent 
over the rates prevailing and will be 
effective July 1, 1934. 

“The sums available out of New 
York state premiums in 1933 for the 
payment of benefits on account of in- 
jured workmen were deficient to the 
extent of over $4,000,000. During the 
nine years from 1925 to 1933 inclusive, 
the proportion of earned premiums 
available for benefits was deficient by 
$30,737,000 in sums needed to provide 
for incurred losses. 

“The importance of adequate rates 
for this class of insurance lies in the 
necessity for providing sufficient re- 
serves to enable companies to pay 
proper benefits to injured workmen 
and their families.” 

The increase granted was the 
amount asked for by the compensa- 
tion rating board and New York 
therefore becomes the first state to 
approve the revised program for com- 
pensation insurance rate which was 
presented to the National Convention 
of Insurance Commissioners in Chi- 
cago. 

No provision is made in the filing 
for showing the increase as a sur- 
charge on the compensation policy. It 
also is understood to be the present 
plan to pay the full commission on 
the full premium instead of only on 
that part of the premium which 
would be represented by the rates in 
effect last December 31. The filings 
in New York contain the usual 40 
per cent expense loading factor. 


Advocate State Control 
of O. D. 


WESLEY M. GRAFF, DIRECTOR OF THE 
SAFETY ENGINEERING DIVISION OF 
the National Bureau of Casualty and 
Surety Underwriters stated that 
health authorities should be the ones 
largely charged with responsibility of 
controlling occupational diseases, in 
an address before the Conference of 
State and Provincial Health Authori- 
ties of North America. 

Mr. Graff suggested the establish- 
ment of bureaus or divisions within 
State Departments of Health as a 
means of reducing high mortality 
and morbidity rates due to these dis- 
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eases. A similar plan, he said, has 
proved successful in Connecticut. 

i‘mphasizing the importance of the 
occupational disease problem, Mr. 
Gratt said that claims from this 
source have grown at an alarming 
rate, 

“It is no exaggeration,” he said “to 
say that the financial lite of many oi 
our most important industries is at 
stake and they will be lost if measures 
are not taken to remedy the conditions 
causing occupational diseases. 

“Economic waste resulting from 
these causes may be greater in propor- 
tion than that accruing from the usual 
run of diseases, due to the fact that the 
wage carner is the one primarily dis- 
abied. The impairment of the wage 
carner’s health may effect the general 
welfare and health of his entire fam- 
ily.” 
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Revise Forgery Rates 


THE TOWNER RATING BUREAU HAS 
ANNOUNCED A REVISION OF THE 
rates tor depositors and commercial 
forgery bonds. Under the new 
method of rating the discount of 
12Y%2% for use of check writer and 
1242% for use of safety paper are 
discontinued and the rates are based 
upon the assumption that both of 
these safety devices will be used. 
Where either one is not used, a sur- 
charge of 10% is added to the man- 
ual rate and where both are absent, 
a surcharge of 20% is added. 

The reason for this change was that 
the concerns which purchase about 
95% of the forgery bonds use both 
check writers and safety paper and 
it is much easier to figure a surcharge 
on 5% of these bonds issued than to 
figure a discount of 12Y2% on 95% 
ot them. 

Under the new system the rate per 
$1000 of insurance is tapered down 
as the amount of the ,bond is in- 
creased, instead of the flat rate basis 
formerly used. 

The head office rate for the above 
mentioned class of bond is $3.75 per 
thousand up to ten thousand. The 
rate for each additional thousand up 
to twenty-five thousand is $2.50. For 
each additional thousand up to sev- 
enty-five thousand it is $2.25. For 
vach additional thousand above sev- 
enty-five thousand, the rate is $2.00. 
Thus the rate for a $10,000 bond is 
$37.50; for a twenty-five thousand 
dollar bond, $75.00; for a $75,000 
bond, $187.50. The term minimum 
is $7.50. 

Extended coverage for domestic 
branches is computed at the rate of 
75c per $1000 per annum; annual 
minimum 75c on bonds of $10,000 or 
less; and at a rate of 50c per annum, 
annual minimum is 50c, on bonds of 


over $10,000. 





Standard riders blanketing branch 
offices for a uniform amount on 
bonds of $25,000 or more and cover- 
ing fifteen or more branches are sup- 
plied at an additional rate of 50c per 
$1000, minimum 50c for each branch, 
annual minimum for the rider $18.75. 

The rates heretofore in effect for 
bankers limited forgery bonds are 
changed to the following: Home 
office, $3.75 per $1000 per annum, 
annual minimum $18.75; branches, 
add $1.87 per $1000 per annum; an- 
nual minimum $1.87. 

All the foregoing rates are subject 
to a discount of 15% if premium is 
paid in advance for three years, sub- 
ject to the term minimum of $7.50 
for depositors’ forgery bond or Sec- 
tion A of depositors’ and commercial 
forgery bond. 

The new rates became effective 
June 30th as to new business and re- 
newals and also as to existing bonds, 
provided no cash refund is allowed 
but that the term of the bond is ex- 
tended, or additional coverage given, 
or the old bond is cancelled and pro 
rata unearned premium is credited on 
the new bond at new rates written for 
any three year term beginning on or 
after June 30, 1934. 


Nebraska Auto Fleets 


THE DEPARTMENT OF INSURANCE 
OF THE STATE OF NEBRASKA HAS AN- 
nounced the following order relating 
to the writing of fleet automobile in- 
surance in the State of Nebraska. 


Under the laws of this state only 
automobiles and trucks owned by the 
insured can be included in a fleet 
policy and receive the fleet rate. 


“The practice of putting automobiles 
which are privately owned into a 
group for the purpose of insuring 
them at fleet rates, and of including 
the privately owned automobiles of of- 
ficers, employees or others not owned 
by the insured under the fleet policies, 
results in discrimination and is viewed 
by this Department as a form of re- 
bating. 

“This Department therefore makes 
a ruling and order that any such prac- 
tices on the part of insurance com- 
panies, agents or assured shall be dis- 
continued on and after July 15, 1934. 

“This ruling and order is based on 
Article 44-102 and Article 44-1105, 
Compiled Statutes, 1929.” 


All orders and regulations of the 
Department heretofore existing in 
conflict with this order are revoked. 








OTHER CASUALTY NOTES 
WILL BE FOUND ON 
PAGE 14. 
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SECURITIES EXCHANGE ACT OF 1934 


By G. WRIGHT HOFFMAN 


Professor of Insurance in the University of 


Pennsylvania. 


HE story of this act begins with 

Senate Resolution 84 passed in 

April, 1932. The primary ob- 
jective of this resolution was to ex- 
pose the short sellers. Values had 
greatly declined and _ President 
Hoover, as well as many other public 
officials, felt that this downward 
movement was being caused in part 
at least by powerful “bear raids”. 
Under this resolution, the Senate 
Committee on Banking and Currency 
brought to Washington prominent ex- 
change officials for a thorough prob- 
ing. 

Before long it was discovered that 
beneath the surface of exchange op- 
eration much more than mere short 
selling was at work. Powerful bank- 
ing interests were brought into the 
picture and tactics of trade uncovered 
little dreamed of at the outset of the 
investigation. The popular subject 
of short selling was soon displaced by 
far weightier matters of pool opera- 
tion, unethical corporate management, 
price manipulation and questionable 
mergers. 

At the height of this exposure a 
new administration came into control 
through a nation-wide protest vote. 
It was committed by the terms of its 
party platform to press for reform. 
It carried the investigation on to in- 
clude all phases of corporate and ex- 





change activity. Armed 
with a mass of materials 
and having the active sup- 
port of the President, Con- 
gress passed the Securities 
Exchange Act in May of 
this year. It was signed 
President on June 6. 
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Analysis of the Act. The Sccurities 


Examining The Federal Law Re- 
cently Passed Which Seeks to 
Place Safeguards Around Trad- 
ing in Stocks and Bonds Without 
Hampering Legitimate Investment 
in Sound Enterprises 


(3) Protection of investors from 
corporate “insiders” through 


publicity. 
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Exchange Act attempts to reach four (4) Control of over-the-counter 
general fields of operation: markets. 
(1) Control of the volume of credit The administration of the act is 
used by security markets. delegated to the Federal _ Reserve 

(2) Costeal ol See eS Board anda newly created Securities 
‘whi the eek exchange and [exchange Commission, the for- 


machinery shall be used. 


mer having charge of matters pertain- 
ing to credit and the latter directing 
the work in the other three fields. 








REFORM. 


ough-going public 


for investors. 


portant issues, 








In our March issue appeared 
an article by Professor Hoffman, 
author, on SECURITY MARKET 
There it was empha- 
sized that “security reform should 
point to broader and more thor- 
information”, 
for the purpose of making organ- 
ized markets more reliable guides 
In the present ar- 
ticle an examination of the princi- 
pal features of the new Securities 
Exchange Act is made to deter- 
mine the extent to which this act 
meets the matter of dependable in- 
formation as well as other im- 


Control of Credit and Margins. 
Consider first the credit problem. Un- 
der the present plan of exchange trad- 
ing, when an individual buys securi- 
ties without paying in full for them 
the broker advances the balance. To 
do this he is forced to borrow. from 
banks and others. In the boom pe- 
riod ending in 1929 these brokers’ 
loans reached a total of over $8,000,- 
000,000 creating a credit = strain 
throughout the country. This new 
act proposes to limit the amount of 
credit which brokers can extend to 
customers on margined securities as 
well as the amount which banks and 
others can extend to brokers. Well 














defined standards are set forth in the 
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act to guide the Federal Reserve 
Board in prescribing the amounts 
and conditions under which credit can 
be extended. It is hoped that in 
actual operation these standards will 
result in definitely limiting the use of 
credit in periods of speculative fever. 
Assuming that the judgment and un- 
swerving determination of the enforc- 
ing agencies can be relied upon, the 
act should accomplish this purpose. 

Control of Exchange Operation. 
The second field of operation which 
this act attempts to reach is the man- 
ner in which stock exchanges shall 
be used. In general the sections of 
the act devoted to this matter prohibit 
various forms of manipulation and 
trading practice calculated to artifi- 
cially affect prices. In these matters, 
the enforcing agency is given broad 
powers to set up rules, and to require 
exchanges to set up rules, designed 
to minimize unfair practices. In this 
connection, it should be pointed out, 
the New York Stock Exchange main- 
tains considerably higher standards 
than most of the other exchanges so 
that while some of the requirements 
are already in force upon this ex- 
change they are included as a part of 
the law in order to broaden their ap- 
plication to all exchanges. 

Thus individuals whether members 
or non-members are prohibited from 
effecting “fictitious transactions” or 
transactions “creating a false or mis- 
leading appearance of active trading”’. 
They are prohibited from circulating 
false or misleading information. Un- 
less made in accordance with rules 
set up by the Commission as “neces- 
sary or appropriate in the public in- 
terest” it is declared to be unlawful 
for any person (1) to engage in 
transactions for the purpose of peg- 
ging, fixing or stabilizing prices, (2) 
to buy or sell or otherwise give or 
acquire any put, call, straddle, option 
or privilege, (3) to effect a short sale 
in registered securities, (4) to employ 
stoploss orders or (5) (and this pro- 
vision is by far the most comprehen- 
sive) to use in connection with any 
security, whether registered on an ex- 
change or not, “any manipulative or 
deceptive device or contrivance in 
contravention of such rules and reg- 
ulations as the commission may pre- 
scribe as necessary or appropriate in 
the public interest or for the protec- 
tion of investors.” 

To improve the quality of exchange 
operation, the Commission is also 
given the right to regulate or pro- 
hibit floor trading by members, in- 
cluding the regulation of floor trad- 
ers, odd-lot dealers and _ specialists. 
As at present operated, floor traders 
and specialists follow the practice of 
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buying and selling for their own ac- 
count as well as executing orders for 
others. The law permits the Com- 
mission to divorce the broker-trader 
function in those securities where it 
seems desirable and to permit mem- 
bers to continue as brokers and 
traders where the volume of ttade is 
such that this seems desirable. 


ee guide the Commission in de- 
termining whether the exchange 
machinery is being properly used by 
members and non-members, the law 
provides that exchanges and members 
shall make such periodic and special 
reports as the Commission shall pre- 
scribe. Asa penalty for the violation 
of the law or regulations thereunder, 
the exchange may be fined or its reg- 
istration withdrawn, members may be 
suspended or expelled from the ex- 
change, and both members and non- 
members are subject to fine and/or 
imprisonment upon conviction of a 
violation in a Federal Court. 

If at any time an exchange fails on 
its own behalf to set up adequate 
rules as outlined by the Commission, 
the latter is given power “to alter or 
add to the rules, regulations, and 
practices of such exchange”. Its 
powers in this direction are extremely 
broad including such matters as ex- 
change elections, disciplining mem- 
bers, setting up rules assuring finan- 
cial responsibility, the listing of 
securities, hours of trading, methods 
of soliciting business, proper record- 
ing of customers’ accounts, reporting 
and settling of transactions including 
short sales, the fixing of commissions, 
interest and other charges. 

Two observations are in place from 
this summary of the rules governing 
trading practice. The first is that 
these requirements are extremely 
broad and flexible giving the Com- 
mission the right to investigate and 
control practically every type of ir- 
regularity. The second is that the 
extent to which these regulations will 
be applied and the severity with 
which they will be enforced is left 
largely to the discretion of the Com- 
mission. This was the intent of those 
who framed the law. Security trad- 
ing assumes in practice a wide variety 
of forms. Were the law definitely 
delimited in scope it is a moral cer- 
tainty that clever minds would find 
new forms to circumvent it. 

Control of “Insiders,”—Adequate 
Information Assured. The third and 
most important field of activity which 
the Securities Exchange Act attempts 
to purge is that of corporate report- 
ing. An attempt is made to protect 
security investors from corporate “in- 





siders” mainly through publicity. In 
general the law proposes to give to 
small stockholders the same timely in- 
formation that the large stockholders 
have and to prevent these leading 
stockholders, directors and officers 
from presenting the status of their 
corporations in any other than its true 
light. 

Every security to be traded in on 
a national exchange must be regis- 
tered, the issuing corporation must 
agree to fulfill the requirements of the 
Securities Exchange Act relating to 
it. It is only possible here to sum- 
marize some of the more important 
of these requirements. 


(1)The issuing corporation must 
file with the Exchange and the Com- 
mission such annual and quarterly re- 
ports as the Commission may pre- 
scribe. If required, annual reports 
must be certified by independent pub- 
lic accountants. 


(2) “The Commission may pre- 
scribe, in regard to reports made pur- 
suant to this title, the form or forms 
in which the required information 
shall be set forth, the items or details 
to be shown in the balance sheet and 
the earnings statement, and_ the 
methods to be followed in the prep- 
aration of reports, in the appraisal or 
valuation of assets and liabilities, in 
the determination of depreciation and 
depletion, in the differentiation of re- 
curring and non-recurring income, in 
the differentiation of investment and 
operating income, and in the prepara- 
tion, where the Commission deems it 
necessary or desirable, of separate 
and/or consolidated balance sheets or 
income accounts. . .” 


(3) The issuing corporation must 
supply information in such form as 
the Commission may prescribe in 
respect to: (a) the terms, position, 
rights and privileges of the different 
classes of securities outstanding ; (b) 
the terms on which their securities 
are to be offered to the public; (c) 
the directors, officers, underwriters 
and principal security holders (those 
owning 10 per cent or more of the 
stock), their remuneration and their 
interests in the securities of and ma- 
terial contracts with the issuer and 
affiliates; (d) remuneration to others 
than directors and officers exceeding 
$20,000 per arnum; (e) bonus and 
profit sharing arrangements; (f) 
management and service contracts: 
(g) options in respect of securities 
existing or to be created and (h) 
“any further financial statements 
which the Commission may deem 


necessary or appropriate for the pro- 
tection of investors”. 

(4) The solicitation of proxies by 
any officer or other person or interest 

















is made unlawful unless full infor- 
mation regarding the purposes and 
parties involved is filed with the 
Commission by the one doing the 
soliciting and unless such solicitation 
is accompanied by a statement pre- 
scribed by the Commission setting 
forth necessary information for the 
protection of investors. 


(5) Every person owning 10 per 
cent or more of the stock of a regis- 
tered corporation and every director 
and officer of the corporation shall 
file with the Exchange and with the 
Commission at the close of each cal- 
endar month the amount of his own- 
ership in the stock of that corpora- 
tion and any changes in ownership 
which have occurred during the 
month. Any profit which such in- 
dividual shall make through com- 
pleted transactions (purchases and 
sales or sales and purchases) in the 
stock of that corporation made with- 
in a period of 6 months shall inure to 
the corporation. 


(6) Short sales by officers, direc- 
tors, and all stockholders owning 10 
per cent or more of the stock of a 
registered corporation are prohibited 
as are also sales by such persons 
against stock permanently held. 


ITH respect to most of the 

items just enumerated, it ought 
not to be necessary to make them the 
law of the land. They are matters 
about which every stockholder should 
be freely informed. In_ private 
enterprises, partnerships and among 
smaller closed corporations such in- 
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formation is supplied to all investors 
as a matter of course. But among 
our larger corporations control with- 
out stewardship has in all too many 
cases been the rule. This the New 
York Stock Exchange has long real- 
ized. For years it has carried on a 
valiant and constructive fight for 
more complete and especially more 
informing facts regarding the affairs 
of listed corporations. In this fight 
it has been considerably handicapped 
by the fact that listing is a voluntary 
matter on the part of corporation 
officials. But despite this fact it has 
insisted 


upon and obtained many 
noteworthy reforms in corporate 
practice. The broad powers with 


which the Commission is here armed 
will go far in completing the task of 
providing traders and investors with 
adequate information and in assuring 
to them corporate leadership of the 
trustee rather than the parasite type. 
The requirements set forth in the act 
have the public approval and support 
of two of the country’s largest serv- 
ices to investors —that of Moody’s 
and of the Standard Statistics Com- 
pany. They constitute the most im- 
portant constructive feature of the 
act. 


Control of Over-the-Counter Mar- 
kets. The fourth and final field of 
activity which this act attempts to 
reach is that of the over-the-counter 
markets. That it is essential to regu- 
late these minor markets is clear. Left 
uncontrolled, listed corporations and 
leading market operators having a 
high regard for secrecy may be ex- 
pected to move to quarters where 
methods of trade are more obscure. 
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To permit such a move would be to 
defeat the major objective of the act, 
—open prices openly arrived at. 

Accordingly the act provides that 
all over-the-counter markets, involv¢ 
ing any use of the mails or any in- 
strumentality of interstate commerce, 
shall be subject to such control as the 
Commission shall deem essential to 
insure to investors protection com- 
parable to that provided on national 
security exchanges. Such control 
may provide for regulation of all 
transactions on any such markets as 
well as the registration of all dealers 
and brokers and all securities for 
which a market is attempted. For 
the purpose of the act, any individual 
(or group of individuals) who offers 
facilities for both the purchase and 
sale of any security maintains an 
over-the-counter market. 

It should be noted that the law 
does not contemplate the active regu- 
lation of these markets where they 
are effectively providing, as at the 
present time, a place of sale for in- 
active stocks. It does propose to 
reach out and control such as attempt 
to form a blind for dealing in securi- 
ties now traded on organized ex- 
changes. 


ee @ ®@ 
Hi National Securities Ex- 
change Act is based on the 


premise that organized exchanges are 
an essential feature of our national 
economy. Recognizing their social 
desirability, the act proposes to but- 
tress the foundations of these mar- 
kets, raise them up, block off the un- 
derground passage ways leaving only 
open, direct entrances. Open, public 
markets should, of all places, harbor 
no mysteries. Timely, worthwhile in- 
formation should be available to all 
on equal terms regarding the securi- 
ties offered for sale or purchase ; and 
only those methods of trade should be 
permitted which have been found 
from experience to assure the closest 
approximation of market price to un- 
derlying values. 

The Securities Exchange Act is an 
attempt to provide markets of this 
type. Ina few places it points a con- 
demning finger at certain prevailing 
practices but for the most part. it 
relies upon the floodlights of publicity 
to bring into the market desirable 
trade and to drive out of the market 
practices which will not bear public 
scrutiny. 

j eee 


Hit-and-Run Flyer 
“Oh, Gerald, I've been stung by a wasp!” 
“Quick, put some ammonia on it.” 
“I can't, it’s gone.”—The Passing Show 


(London). 
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New York Compensation Risks 


THE NEW YORK COMPENSATION IN- 
SURANCE RATING BOARD WILL FUR- 
nish on request to authorized carriers 
statements of experience on all risks, 
regardless whether or not they qualify 
for experience rating, according to 
leon S. Senior, General Manager. 
Such experience will be furnished, 
in accordance with the following con- 
ditions : 

1. The data will be delivered to au- 
thorized carriers and representatives, 
authority being evidenced by copy of 
the carrier’s declaration or binder on 
the risk or by specific letter of author- 
ity signed by the assured. 

2. The data to be furnished will be 
compiled from reports under the unit 
statistical plan and will embrace the 
four latest policy years in the files of 
the Board. Such data will comprise 
audited payrolls and premiums by 
manual classifications and incurred 
losses separated as between indemnity 
and medical. 


Comprehensive Auto Insur- 
ance Provided 


ALI. RISK 
MOBILES IS 


INSURANCE FOR AUTO- 
PROVIDED BY A NUMBER 
of new endorsements prepared by the 
National Automobile Underwriters 
\ssociation and issued during the first 
week in July. There are four en- 
dorsements, one where full cover col- 
lision is desired, one where collision 
is not desired, one where any one of 
the various collision deductibles is de- 
sired, and one for convertible colli- 
sion. The cost is the regular fire and 
theft premium, plus the cost of what- 
ever form of collision is desired, plus 
twice the tornado premium. 
The endorsements read: 


“In consideration of the premium 
stated herein the enumeration and defi- 
nitions of specific perils, except the 
definition of property damage, are 
hereby eliminated from this policy and 
the perils insured against hereunder 
are as follows:” 

The perils covered are stated to be: 
“Any loss of or damage to the auto- 
mobile and the equipment usually at- 
tached thereto, subject, however, to 
the exclusions stated below :” 

In setting forth the collision cover- 
age the endorsement states: 

“Damage caused directly by tornado, 
cyclone, windstorm, hail, falling air- 
craft or parts thereof and damage re- 
sulting from theft, earthquake, explo- 
sion, riot, riot attending a strike, insur- 
rection or civil commotion, shall not be 
deemed a loss caused by collision or 
upset. The .only limitations on the 
coverage are contained in the exclu- 
sions which deny liability for wear and 
tear; mechanical or electrical break- 
downs, failures or breakages; freez- 
ing; damage to tires; loss of tools or 
repair equipment by theft, robbery or 
pilferage unless the entire automobile 
is stolen; or damage due to: 
wrongful conversion, embezzlement or 


loss 


JOURNAL OF AMERICAN INSURANCE 


secretion by a mortgagor, vendee, 
lessee, or other person in lawful pos- 
session of the insured property under 
a mortgage, conditional sale, lease or 
other contract or agreement, whether 
written or verbal; war, invasion, mili- 
tary, naval or usurped power; con- 
fiscation or authorized destruction by 
duly constituted governmental or civil 
authorities; while the automobile is 
used as a public or livery conveyance 
for carrying passengers for compensa- 
tion; while rented under contract or 
leased; while used in any illicit or 
prohibited trade or transportation; (as 
respects loss caused by breakage of 
glass or by collision with any other 
object or by upset while the automo- 
bile is being operated, with the con- 
sent of the insured, by any person 
under the age limit fixed by law or in 
any event under the age of 14 years;) 
while subject to any lien, mortgage, 
or other incumbrance not specifically 
described herein.” 


Michigan Comprehensive 
Auto Contract 


THE NEW COMPREHENSIVE AUTO- 
MOBILE POLICY WHICH WAS INTRO- 


duced in Michigan by the Great 
American, The Fire Association and 
the Hartford has been discontinued 
temporarily until the situation can be 
investigated further. The three com- 
panies were criticized for having 
taken this step and they agreed to hold 
the matter in suspension until it could 
be worked out further. 


Vandalism Forms and Rates 
THE EXPLOSION CONFERENCE HAS 
ANNOUNCED RULES, RATES, AND 
forms for vandalism and malicious 
mischief insurance to become effec- 
tive as of June 29th. The coverage 
will be written only by extending the 
riot and civil commotion policy to 
cover for the same amount and un- 
der the same coinsurance conditions. 
The rates are on the fifty per cent 
coinsurance basis and the endorse- 
ment is a $500 deductible form. 

Rates range from 10 cents to $1.50 
per $100 of insurance, depending on 
occupancies. No minimum premium 
will be required but the additional 
premium charged for vandalism and 
malicious mischief coverage shall not 
be a part of the minimum premium 
required for the riot and civil com- 
motion policy. 

The mandatory endorsement form 
as follows: 

“Effective from...... CY O8 occ. 
19... and in consideration of the rate 
of....charged for this endorsement 
and the payment of $...... additional 
premium, the liability of this company 
is hereby extended to cover loss to the 
interest insured under this policy 
caused by damage to or destruction of 
the property described by vandalism 
and (or) malicious mischief, subject to 


n 


the following limitations and- condi- 
tions : 

“The term ‘vandalism and (or) 
malicious mischief’ as used herein is 
restricted to and includes only wilful 
and malicious physical injury to or de- 
struction of the described property. 

“The company shall not be liable un- 
der this endorsement for loss or dam- 
age to 

“(a) Glass constituting a part of the 
building ; nor for loss caused by, 

“(b) Fire, explosion, pilferage, theft, 
burglary or larceny, 

“(c) Depreciation, delay, deteriora- 
tion and (or) loss of market, nor for 
consequential loss, 

“(d) Any peril which at the time 
of happening of loss or damage caused 
by such peril is insured against in the 
name of the insured under any other 
kind of insurance contract. 

“This company shall not be liable 
under the terms of this endorsement 
for loss to the interest insured under 
this policy caused by damage to or de- 
struction of the property described in 
this policy as a result of vandalism 
and (or) malicious mischief unless 
such loss to the insured covered by 
this endorsement amounts to more 
than five hundred ($500) dollars and 
then only for its proportion of the ex- 
cess over the sum of five hundred 
($500) dollars. 

“In no event shall this company be 
liable under this policy, as a result of 
any or all hazards and (or) perils 
covered thereunder, for an amount in 
excess of that for which this policy is 
written, nor for a greater proportion 
of any loss by vandalism and (or) 
malicious mischief than the amount of 
riot and civil commotion insurance 
under the policy to which this endorse- 
ment is attached shall bear, (1) to the 
amount of insurance required to 
comply with the average, coinsurance, 
reduced rate contribution, or guaran- 
teed amount of insurance clause, if 
any, contained in such policy; or (2) 
to the total amount of riot and civil 
commotion insurance covering the in- 
terest insured under said policy 
whether valid or not and whether col- 
lectible or not, irrespective of whether 
all of the riot and civil commotion in- 
surance, by extension or otherwise, 
covers against loss by vandalism and 
(or) malicious mischief, or (3) to the 
total amount of vandalism and (or) 
malicious mischief insurance whether 
valid or not and whether collectible 
or not. 

“Subject in all other respects to the 
terms and conditions of the policy and 
form attached thereto, of which this 
endorsement is made a part.” 


National Surety To Be Sold? 


NEW YORK SUPREME COURT JUSTICE 
JOHN E, MCGEEHAN HAS SIGNED A 
show cause order returnable July 
20th for a hearing as to whether or 
not Superintendent of Insurance 
George S. Van Schaick shall accept 
a $6,000,000 offer for the purchase 
of the capital stock of the National 
Surety Corporation. 

The National Surety Corporation 
was organized April 29, 1933, at the 

(Continued on Page 26) 
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After an accident and its 
claim for damages, the 


consequent 
policyholder ap- 
prectates the need for safe, stable insurance 
companies. 




















“YOUR INSURANCE: ‘THAR SHE BLOWSI’” 


HE price which we paid for a 

decade of incompetence, stupid- 

ity, reckless arrogance and 
downright chicanery in our banking 
structure was 10,000 bank failures, 
suicides by the score, the dissipation 
of the life savings of thousands of in- 
dividuals and families, and as many 
uncounted bankruptcies, the whole 
mess, not even yet completely 
straightened out, ending in the de- 
bacle of a general bank holiday. This 
be it remembered always, to Ameri- 
ca’s everlasting shame, occurred 
wholly within a period when a single 
bank failure was an unheard of event 
in the rest of the English-speaking 
world. 

And now a similar bill—and the 
postman will ring until you answer— 
is about to be presented for our 
spree in the insurance field—exclu- 
sive of life. The price will be disas- 
trously stiff. The manner in which 
we will meet it, the method by which 
the inevitable reckoning will be made, 
will be one of our larger headaches 
of the next dawn. Only fools (at the 
moment) will call it a minor problem. 

Let us say at the start that it 
might, of course, be worse. That 
should be said for the consolation of 
those who believe that there should 
he a special god of mercy to intervene 
on behalf of standard American arro- 
gance and egotism, remembering that 
we did take a Jehovah-like licking for 
the mistake which we made of trying 


By JAMES K. JAMES 
COPYRIGHT 1934 By 
YORK. 


NEW OUTLOOK, NEW 
USED BY PERMISSION, 


to be bankers. There seemed to be 
enough retribution in that particular 
pay-off to serve for more than one sin. 
Unfortunately in a just world that 
does not appear to be how things are 
run. Each error—each little sin, 
must be paid for separately. We can’t 
lump the bills. The receiver is not 
that merciful. Yet those who are be- 
coming plumb discouraged and dis- 
gusted with the ability of Americans 
to bank for themselves and now to in- 
sure themselves have that poor conso- 
lation that it might be worse. They 
also have the proof that the American 
business child—and in so many ways 
he is little more than that—once suff- 
ciently and badly enough burned— 
does learn. 


It is for that simple reason that the 
largest and most vital portion of our 
insurance structure holds strong while 


“America Is Rapidly Approach- 


ing A 


Major Crisis Over 


Casualty and Indemnity Insurance 
Business.’’ Says |Writer in The 
New Outlook, New York, Who 


Also Discusses Emergency Pana- 


ceas. 


the rest of the house topples in upon 
us. We were not always masters, 
certainly not natural masters, in the 
highly important and intricate busi- 
ness of life insurance. But a lesson 
which we learned about this, at the 
price of a national scandal, a score of 
years ago has not been forgotten. 
Since that bitter day of investigation 
and reckoning we have kept our life 
insurance house in order. With only 
one or two weaknesses showing, life 
insurance has proved one of the prin- 
cipal bulwarks of economic safety 
during the long, hard blow of the De- 
pression. We can learn. 


ERHAPS we will learn some- 

thing of the science of fire, bur- 
glary, workmen’s compensation and 
all varieties of casualty insurance in 
the storm which is just now begin- 
ning to flatten this structure to the 
ground. We will learn nothing if we 
proceed in a blind faith of keeping 
our fingers crossed. We will 
learn nothing if we simply be- 
lieve that we have been taught 
our lesson, the only one which 
we need, in the bank debacle. 
We will benefit almost not at 
all from the emergency slam- 
ming of safety doors in legisla- 
tive halls which has been going 
on all over the country this 


er 
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spring in a flood of hastily conceived 
and hastily drawn amendments to in- 
surance acts. Above all we will learn 
nothing by the “hear no evil, speak 
no evil” route which seeks to place 
the rickety and rotten portion of our 
insurance structure on the same high 
moral plane of a woman’s fair name 
where its honor and integrity are not 
to be mentioned anywhere this side 
of the bankruptcy courts. 

There are some, no doubt, who 
would prefer to believe, prefer too to 
have others believe, that there is noth- 
ing really seriously wrong in the in- 
surance field, and the field as that term 
is being used here, of course, is al- 
ways exclusive of that of life insur- 
ance. Well, in one state alone twenty 
out of forty-nine casualty companies 
have gone out of business since 1927. 
In one company collapse, which has 
just occurred, more than two billion 
dollars were at stake. 

There is an analogy between what 
befell in banking and what is now oc- 
curring to the casualty, indemnity and 
allied insurance businesses. It has an 
instructive purpose and value, but it 
can be overworked. Using it as a 
yardstick throughout may do a rank 
injustice to the honest and sincere 
men in insurance work by intimating 
a comparison with the second rate 
brigands who operated as first class 
bankers in the golden 20’s. There are 
some so-called experts who are even 
now recommending that the same 
doubtful panaceas used to cure our 
ailing bank structure should be em- 
ployed to save the insurance business. 
One of these proposals is for Federal 
and state insurance of the policies of 
the insured. Oddly enough, many 
victims of unsound insurance com- 
panies have long believed that because 
we have state insurance superintend- 
ency of a sort that this has always 
been the case. Far from it. The at- 
tempt at wholesale rescue of weak and 
rickety and unsound insurance com- 
panies by the R.F.C. is gradually put- 
ting the Federal government into the 
insurance business as it has gone by 
the same route into the banking busi- 
ness. 

Some persons will resent the claim 
of any analogy between our banking 
fiasco and our current insurance mess 
on the grounds that the comparison 
demeans the size and the grandeur of 
that former tragedy. That of course 
must remain always a matter of per- 
sonal viewpoint. Certain facts, how- 
ever, may speak for themselves. 
There is no law which requires a man 
to save, and to place his savings in 
the hands of a banker. We teach 
thrift in our schools—thereafter let 
those who learned the lesson well be- 
ware. There is no law which re- 
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quires the driver of an automobile for 
private use to carry insurance. But 
the power of the law can show its 
force in this situation in another way. 
If the driver of the automobile 
through any circumstance whatever 
causes damage or injury, the law 
promptly forces him to pay. If he is 
without indemnifying insurance the 
law has made him the worst kind of 
gambler. If he has been paying an 
insurance company for just such pro- 
tection and the insurance company is 
neither willing nor able (or both) to 
pay when he becomes liable the law in 
a measure, certainly, has forced him 
into a role of being a customer for 
services which he has paid for, but 
which he never receives. The law 
does nothing about his insurance, 
then, nothing against the insuring 
company. It merely reiterates his lia- 
bility, and forces him to go on paying 
for it out of whatever income he may 
have, for the rest of his natural life 
if need be. The victim of the closed 
bank has, after all, merely lost his 
unspent income up to the date of his 
last deposit—nothing more. 


HERE can be no quibbling over 

this point; most of the States of 
the Union have not been meeting 
their responsibility toward their citi- 
zens in regard to the class of insur- 
ance here under discussion, If we 
make an honest search for the causes 
of this deplorable situation we find 
the analogy with what happened to 
our banks still holding good. For we 
must recognize that there was a day 
—and it was a long one—in which 
the view was popularly held and offi- 
cially condoned that anyone could be 
a banker. In many small communi- 
ties of the land it was the next step 
up socially and financially from Gen- 
eral Merchandise, or Feed and Grain 
—previous experience unnecessary. 
There were, of course, a few minor 
financial details, but most of these 
could be met with a big-hearted giv- 
ing and taking of personal notes... 
And so the banks blew un! 


N the insurance business the sole 

requirements to become an “in- 
surance company” is ability to deposit 
a cheque with the state superintendent 
of insurance. The amount varies 
from state to state, from $100,000 to 
$300,000. When one of the largest 
southern insurance companies in 


which Senator (the Kingfish) Huey 
P. Long was interested went to the 
wall the only tangible asset which 
could be found in a sea of liabilities 
was the $200,000 deposit cheque for 
the company held in fee by the New 





York State Superintendent of Insur- 
ance. The real value of such deposits 
are certainly questionable. They are 
untouchable in so far as the claims of 
the individual insured are concerned. 
They are misleading. They are poor 
guarantees of honest management 
because all that the intentional fly- 
by-night company needs to do to 
make a profit is to write policies and 
garner premiums in excess of that 
amount, close up shop, and the in- 
sured may whistle until the cows 
come home. And just such procedure 
has been followed more than once. 

There is no doubt that as in the 
case of banking even our duly elected 
public officials saw no reason why 
special ability was necessary to sound 
insurance. And even less has been 
the appreciation in the official mind 
for expert superintendency of this 
highly specialized work. 

George S. Van Schaick became 
Superintendent of Insurance for New 
York State in March, 1931. He testi- 
fied in hearings held this spring be- 
fore George W. Alger, Moreland Act 
Commissioner, that when President 
Franklin D. Roosevelt, then Governor 
of New York State, asked him to take 
the post he protested saying that he 
had no training in insurance. 

“But he waved my protests aside,” 
Mr. Van Schaick testified. “He said 
that there were experts in the de- 
partment to do the expert work, but 
that he needed an administrator.” 


R. VAN SCHAICK’S §subse- 

quent trials and tribulations as 
a self-confessed non-expert insurance 
superintendent are highly revealing. 
In an extremely short time Mr. Van 
Schaick discovered that the existing 
“expert aid” promised him was 
totally inadequate to the production 
of sound insurance superintendency. 
He found that less than four per cent 
of the revenues going into the state 
coffers from insurance on tax busi- 
ness was being used for state super- 
vision of tax companies. A survey 
by the insurance departments of the 
various states made by the Chamber 
of Commerce of the United States of 
special state insurance taxes collected 
in the United States during the eleven 
years, 1921 to 1932, shows total col- 
lections of $893,977,007 and _ that 
during that time total expenditures 
of the state insurance departments 
were $37,617,641, leaving $858,379,- 
366 which were grabbed for other 
purposes. Mr. Van Schaick states 
that he repeatedly went in vain be- 
fore the legislature for additional ap- 
propriations, and that finally in order 
to hire the expert aid which he be- 
lieved necessary he had to borrow 











$10,000 on his personal note to pay 
for such services. 

How far from ideal is state super- 
intendency of insurance—superin- 
tendency of a kind which will assure 
a degree of safety to the insured when 
it will mean something is indicated in 
these words of Mr. Van Schaick, 
“The need of strengthening examina- 
tions is indicated whenever a com- 
pany is taken over for liquidation or 
rehabilitation. Every time that a 
company is taken over by the depart- 
ment there is presented the oppor- 
tunity to the department to make an 
examination of the financial condition 
and practices far more exhaustive 
than the type of examination now 
conducted in the case of going com- 
panies.” (The italics are all ours; 
and if you want to pay premiums to 
a bankrupt company the state can 
provide you with the real informa- 
tion!) 

No, we must speak frankly and 
without fear: American insurance to- 
day is a structure built on petty graft, 
petty politics, poor supervision and 
the wrong kind of control. 

First, it should be made quite clear 
what is meant by the wrong kind of 
control. No state insurance bureau 
has the power to say how either 
earned or unearned premiums may be 
invested by the insuring company, yet 
just such control is recognized as the 
keystone of the reform which has 
kept our life insurance structure sol- 
vent. Most methods of examination, 
as Mr. Schaick’s words prove, give 
no indication how deeply a so-called 
going company is “on pad.” Not 
too much control, nor too little, but 
the wrong kind, springing directly 
from ignorance by state officials of 
the insurance business forces much 
sound American insurance to be 
written in England. This is fre- 
quently brought about by ignorant 
refusal of permissible spread to the 
American company which necessi- 
tates passing up what would otherwise 
be a fair risk for the American 
agencies. 

ee @ 


HERE is yet another kind of 

wrong control exercised by the 
state which might give way to a little 
of the right kind of control which 
would in turn produce some protec- 
tion for the insured public. This evil 
comes out of the rating law. Too 
many companies write risks or classes 
of risks merely because they are rated 
by an insurance bureau. This per- 
haps is caused by a lamb-like attitude 
on part of the insurance companies, 
or perhaps upon the assumption that 
all of the insurance brains are in the 
state insurance departments. If you 
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do not believe that this sort of wrong 
control can do damage to the com- 
panies and thereby weaken their cap- 


ital structure, look for a moment at 


some staggering figures gathered for 
the year 1931. In that year because 
the bureau said that accident and 
health risks should be written at such 
and such a rate an underwriting loss 
of $3,483,407 was sustained; in the 
automobile liability the loss for the 
same reason was $15,656,770; other 
liability, $187,033; workmen’s com- 
pensation, $23,262,132; fidelity and 
surety, $24,965,621; burglary, $3,- 
210,223, giving a total underwriting 
loss for the year of $70,765,186. In 
order for the layman to understand 
the meaning of this “underwriting 
loss,” the additional fact should be 
given that any insurance company 
which seeks today to depend upon the 
earnings coming from its invested 
premiums cannot long endure. The 
business of underwriting must itself 
produce a profit. 

In order to appreciate the really 
ironic tragedy which we have per- 
mitted to develop around this field of 
insurance in America, it is necessary 
to understand how the pressure of the 
law has been permitted to exert itself 
solely upon the class which it has 
sought to protect. The rating law 
cited above was presumably drawn 
for the benefit of the insuring public, 
but it isn’t. On the one hand the 
state makes the carrying of insur- 
ance, by the employer and by the 
vehicle operator, for example, prac- 
tically obligatory and then does noth- 
ing to protect if his insuring company 
defaults in the event of liability. The 
law in recognizing insurance com- 
panies did presume to “protect” the 
injured by denying the presumption 
that an individual (or company) 
should be forced to pay only what it 
reasonably could pay in the event 
of injury. The law justified this ac- 
tion by pointing out that insurance 
companies existed for just that pur- 
pose—namely the payment of dam- 
ages which otherwise would be pro- 
hibitive, and then it fails to protect 
the insured by its failure properly 
to regulate and supervise his insur- 
ance company. The travesty of this 
will dawn with extremely serious con- 
sequences. 

Hundreds of thousands of taxicabs 
cannot operate in this country with- 
out third party liability insurance. 
The same is true of the bus. Because 
of the risk, and because of wrong con- 
trol, few sound, reputable insurance 
companies care to, or will write, this 
type of insurance. The operators of 
such vehicles must get their insurance 
where they can. Unfortunately in the 
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case, at least, of the rough and ready 
independent taxi driver, he isn’t much 
concerned whether the insuring com- 
pany is sound or insolvent. He is 
merely interested in getting his muni- 
cipal license to operate. The insur- 
ance company which enables him to 
do this is mainly interested in his 
hundred dollar premium. You and 
I ride the cab because the law has 
obligingly seen to it that the cab does 
not operate until this little function 
in graft has been achieved. If we 
are so unfortunate as to be in an ac- 
cident that will be our complete mis- 
fortune. The law cannot force the 
dishonest company to pay, the taxi- 
cab driver will have nothing which 
can be attached. 
ee @ 

HE law, victim itself of incom- 

petent and scheming _ office- 
holders, is just now beginning to feel 
the effect of the two-edged sword 
which a rotten insurance structure 


can be. Recently a judge sitting in 
a mid-western court was reminded 
by his clerk that thirteen of its 


charges out on bail bonds had been 
bonded by a surety company which 
had that morning followed the inevi- 
table trail to the bankruptcy court. 
Ruefully the good judge allowed as 
how it was not likely that his charges 
would appear voluntarily to post new 
bonds in a company which was still 
solvent, 

Counsel for the defrauded policy 
holders in an Illinois company, now 
in receivership, asserted that adequate 
state insurance laws, fully enforced, 
could prevent conditions such as led 
to the failure of the company. As he 
explained, the state insurance act 
permits “anybody to organize an in- 
surance company upon deposit of 
$100,000 in assets with the State 
Superintendent of Insurance. Affi- 
davits from any two real estate men 
that the assets .deposited are worth 
$100,000 are all the proof required, 
and, with friendly officials in the In- 
surance Department, it is possible to 
set up an insurance company with 
assets on deposit worth much less 
than $100,000. 


‘6 KTER the organization the 

company is permitted under the 
law to invest in virtually anything 
including common stocks, the earn- 
ings of which may be subject to first, 
second and third mortgages, and pre- 
ferred stock. The company may not 


invest in real estate that is encum- 
bered. 
“The officials of this company 


clearly violated this provision of the 
law when they carried stock in the 
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Stevens Brothers’ Corporation on 
their books at $800 a share when the 
first mortgage bonds were worth only 
2214 cents on the dollar and the sec- 
ond mortgage bonds had no market.” 

A short-sighted view held by many 
State insurance officials is clearly in- 
dicated in this last charge. Not a 
few of these apparently hold that un- 
disclosed rottenness means that every- 
thing is sound. Continuing a so- 
called “serious emergency” of the 
recent past they not only permit, but 
insist, that all insurance companies 
file reports on their portfolio assets, 
using the conversion value of their 
investments at boom time stock mar- 
ket quotations. The seeming liquid- 
ity is a myth and a fraud. 

Another example of the contin- 
uance of incorrect thinking on the 
part of legislators concerning needed 
reform in the insurance business is 
to be found in an after-the-horse-is- 
stolen amendment which was dumped 
this spring upon the desk of the Gov- 
ernor of New York State. 

Section 451 of Senate Bill 1980 
proclaims: “The Insurance Board 
shall have power by an affirmative 
vote of four of all of its members, to 
consider and make recommendations 
to the Superintendent of Insurance 
upon any matter the Superintendent 
may submit to the board.” 

This is as completely emasculated 
power as one is likely even to imag- 
ine. Where does the authority rest ? 
From whence comes the initiative for 
reform and new enforcement? It’s 
a charming little circle meaning ex- 
actly nothing. 

ee ®@ 


RONG control, the harshness, 

if not ignorance of the law 
itself and petty political graft which 
has created this deplorable situation 
in the national insurance field has 
worked the most extreme hardship 
upon the honest insurance companies. 
There are not a few of these and they 
will suffer cruelly and unfairly when 


and if the entire structure should 
topple. Ly geographic sections the 
New England companies, on the 


whole, would appear to have the best 
record. The mutual companies 
(where the term mutual has not been 
abused) have performed admirably. 

As for the rest—what to do? In 
the crisis, when it occurs, you may 
rest assured that we will do the 
wrong thing. Abortive attempts to 
save the sinking ship by putting RFC 
patches in the sails have been under 
way for some time. But this is mere- 
ly one more proof that the name “Re- 
construction” in Reconstruction Fi- 
nance Corporation is the rankest kind 
of misnomer. Certainly in the case 
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of sinking insurance companies it re- 
constructs nothing, for in exchange 
for its helping loans it skims the 
cream from the company’s invest- 
ment portfolio, thereby leaving the 
company in a weaker condition than 
when the Jesse Jones ambulance ar- 
rived. 

In the hour of approaching distress 
certain office-holding politicians, as 
ignorant of the insurance business to- 
day as when they first began toe wreck 
the structure, believe that they can 
rebuild two buildings with one dor- 
nick. How? By insisting that all 
building and producing business using 
RFC loans be forced to insure only 
with American companies. The day 
for that bright idea, alas, has already 
gone. The structure will not stand 
it. We couldn’t do our ordinary in- 





surance business for one day without 
England. We can only place within 
our own borders one-fiftieth of the 
insurance required in the handling of 
registered trans-Atlantic mail. In the 
increasing emergency over insurance 
New Jersey by an experiment of 
lightening control is insisting on pro- 
rating among all her companies doing 
business the much undesired work- 
men’s compensation insurance busi- 
ness. Whether this drastic procedure 
will work remains to be seen. In the 
day of our real insurance crisis, when 
the test must be squarely met, we will 
blubber at the wailing wall the alibi 
for American ignorance and shiftless- 
ness that insurance by private initia- 
tive alone cannot be written. But 
they write it in England that way— 
and most of ours besides. 


Editorial Comment on ’ Thar She Blows” 


'¢§ OUR Insurance, ‘Thar She 
YT Biows "an article appearing 
in the current issue of the 
New Outlook and written by James 
K. James is a vigorous indictment of 
the casualty and fire insurance busi- 
ness which is bound to create quite a 
stir in the insurance world. It is ap- 
parent that the author is a writer of 
high merit, and anyone who has read 
the article will agree that it is written 
with so colorful and forceful a style 
that any policyholder might be ex- 
pected to grab his hat and rush to the 
nearest source of information on the 
standing of insurance companies to 
find out if the carrier of his risks 
will last throughout the night. 

Many in the insurance world will 
condemn the article merely because 
it is critical and with any such, we 
disagree. While we think Mr. James 
is mistaken in sounding an alarm that 
the worst is yet to come, we do have 
a great deal of sympathy with some 
of his observations. Contrary to his 
views, however, we feel that the 
worst is over as far as the insurance 
business generally is concerned and 
that there is very little danger now 
that companies to any considerable 
number will find themselves seriously 
involved. 


HE record during the course of 

the depression is really not nearly 
as bad as the article makes it out to 
be, and taking into consideration the 
vast extent of the business and the 
large number of insurance policies in 
force, a comparatively small number 
of policyholders have had to stand 
their own The companies 
which have found the going tough 


le ysses. 


have been taken over by state insur- 
ance departments and otherwise liq- 
uidated in such a way as to minimize 
the loss and disturbance to the public. 
True enough, there are such horrible 
examples as the Union Indemnity 
Company and the Southern Surety 
Company and a number of others, 
some of which have blown up from 
the internal pressure of their high 
finance methods. Much of that which 
has happened could possibly have been 
prevented, but, after all, in matters 
of this nature growing out of the de- 
pression, Mr. James, along with many 
others, is second guessing. If he had 
written on the subject of insurance in 
1929 it is by no means certain that in 
his present state of mind he could 
now approve what he might have said 
then. Insurance has passed through 
a very hazardous period and with a 
great deal of credit to the majority 
of the companies. We do agree with 
Mr. James that the public is entitled 
to the best possible protection and that 
it should not be forced into the role 
of being a customer for services 
which it has paid for but which it 
never receives. But you cannot 
bring about by legislative decree or 
Presidential fiat a perfect working of 
insurance anymore than you can force 
perfection in any field of endeavor. 
Human nature just will not make it 
possible. 


E regret that “Thar She Blows” 

has a tendency to leave the im- 

pression that Superintendent of In- 

surance, George S. Van Schaick of 

New York may not be a proper per- 

son to head the department of that 
(Continued on Page 22) 
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N our March 1934 issue we discussed at some length the attempt by certain 

| stock insurance agency groups through a so-called reciprocity campaign to 
influence local business men in the placing of their insurance. We quoted in 
full a letter sent out by a group of Kentucky insurance agents to individual 
business men in Lexington who were policyholders of mutual insurance com- 
panies. We also quoted from the insurance press which carried news items 
on the reciprocity campaigns in several other communities. 

Since the publication of that article, additional letters and questionnaires 
addressed to business men by stock insurance agents and groups have come to 
our attention, all following generally the same form employed by the Lexington 
agents. The agents of the East Bay Association in the San Francisco district 
claim that they, together with the insurance brokers and employes of stock 
company insurance in that district have $6,000,000 to spend locally. An article 
from Dallas states that the local agents there claim a buying power of $8,500,- 





000, and reports of cl 


EK have been taken to task by 

W one of our stock agent readers 
for characterizing the “reci- 
procity” racket as a boycott. His ex- 
planation would lead one to believe 
that it is merely a “you scratch me 
and [’ll scratch you proposition.” THe 
overlooks the boasts (or is it better to 
call them, threats) frequently made 
by agents that they will influence 
others to refrain from purchasing 
from local merchants and manufac- 
tureres who do not carry stock in- 
surance. But it is not the purpose 
of this article to argue the point, for 
it is generally known that these 
threats have been made, either direct 
or implied, to certain business inter- 
ests. Regardless of whether the 
scheme falls within the classification 
of a boycott, it is none the less dis- 
honest, for the plan and the pro- 
gram have the effect of making 
claims and promises which can 
neither be supported nor kept. The 
whole program is based on bluff and 
bluster and has failed, and will con- 
tinue to fail, because it violates fun- 
damental principles of common de- 
cency and American business practice. 

In our March article we demon- 
strated how the amounts claimed as 
the purchasing power of the agents 
in the various communities are pad- 
ded, two to five times, by adding to 
the receipts of the various agencies 
and companies in the community the 
amounts paid out of such receipts to 
sub-agents, employes and officers. 

Let us take for example the City 
of Dallas, Texas. Here, it is re- 
ported, the agents have ‘“‘adopted the 
novel scheme of stamping bank checks 
for clearing house exchanges in 
Dallas with the legend : 

“Stock insurance companies and _ their 
agents spend $8,500,000 in Dallas annually. 
This check is a part of that expenditure.” 





aims in other districts range from $1,000,000 on up. 





CCORDING to the last census 

Dallas had a_ population of 
260,000 persons and certainly it can- 
not be claimed that the inhabitants 
pay out in insurance premiums an 
amount of money which would war- 
rant the return to local insurance 
people that huge sum annually, It is 
to be observed that in the legend 
stamped on the check it is stated that 
stock insurance companies are in- 
cluded in those who make expendi- 
tures of the amount specified. The 
companies named undoubtedly do 
business in other cities of Texas and 
in other states of the United States. 
It cannot be denied that a large part 
of the sum which they have available 
for expenditure locally comes from 
communities foreign to Dallas. The 
same thing may be said for the claims 
made in California, New England, 
Oklahoma and other sources. This 
being true, where does it leave the 
buy-at-home plea made in the letters 
sent out by the various local agents’ 
organizations ? 

Permit us to quote again from the 
Lexington agents’ letter which is the 
form generally used throughout the 
country : 

“Lexington agents and their employes 
are vitally interested in Lexington; we 
carry on in all civic enterprises, many of 
us own our homes, pay taxes and deal 
with local merchants. Agents and their 
employes number into the hundreds. Our 
expenditures into the thousands of which 
you, directly or indirectly, get your ~ro- 
portion. 

“We believe in ‘Live and let live’ and 
as your practice of buying out of town 
insurance is so injurious to our local busi- 
ness, we feel that we should call the mat- 
ter to your attention.” 

What would become of the claim 
that $8,000,000, or $6,000,000, or 
$1,000,000, is spent in the various 
local communities if each community 
insisted upon buying its insurance 
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from its local insurance company? 
And what would become of the 
American activities of the insurance 
companies domiciled in England, 
France, Switzerland and Japan if all 
of the agents who are parties to the 
reciprocity racket really represented 
only home town institutions? The 
millions of dollars of premiums which 
go to the American branches of these 
alien institutions would naturally go 
elsewhere. The question may prop- 
erly be asked the local merchants,— 
“Just how sincere are the insurance 
agents and the stock company em- 
ployes in this buy-at-home-cry of 
theirs, and just how do they make 
good on their direct and implied 
promises to support your business if 
you buy only stock insurance.” It 
will be interesting to read a few quo- 
tations from anti-mutual pamphlets 
distributed by stock insurance agents 
throughout the country in which they 
argue against the buy-at-home prin- 
ciple. 
ee @ 


EM ONSTRATING that stock 
company opposition accommo- 
dates itself to combatting mutual in- 
surance, as such, instead of having 
any real concern about the principle 
of the ethical questions involved, here 
is a case that is a perfect example of 
carrying water on the other shoulder. 
When a certain Kansas mutuai 
came back at the stocks by pointing 
out that their local company (the 
mutual) actually had kept more 
money in the community and served 
the home town more faithfully than 
stock imsurance ever could, the fol- 
lowing curious reaction took place. 
The Committee on Publicity and Edu- 
cation, Insurance Exchange Building, 
Chicago, the propaganda mill of the 
stock companies, issued a special pam- 
phlet in reply, entitled, “Where Does 
the Kansas Insurance Dollar Go— 
laws in the ‘Keep the Money at 
Home’ Argument.” Below are a few 
extracts: 

“The argument about keeping Kansas 
money at home works out no better. If 
Kansas is not to buy from outsiders, it 
cannot expect to sell to them, and what 
then would become of its over three 
hundred million dollars of farm products 
alone each year, to say nothing of the in- 
dustrial output of the state. Only a small 
percentage of this is consumed within the 
state, and hundreds of millions have come 
to Kansas from the outsiders with whom 
she is not to do business. If recent events 
have taught people anything, it is the 
inter-dependence of the various states and 
of the countries of the world. Russian 
and South American wheat helped reduce 
the price received for Kansas grain and 
conditions in Germany and Great Britain 
have adversely affected conditions in the 
United States. Kansas cannot be self 
contained and sufficient unto herself, and 
if she were, she would be infinitely worse 
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off than a mutual folder makes her out 
to be. The farmers of Kansas have been 
among the most urgent in their demands 
that the government find a foreign market 
for their surplus wheat and thus improve 
the domestic price of this commodity. 

* The value of the Kansas manu- 
factured products in a year is estimated 


at $700,000,000 with meat packing alone 
accounting for over $200,000,000. Forty 


million barrels of oil are produced an- 
nually, in addition to large mineral prod- 
ucts and most of these are marketed out- 
side the State. All this brings hundreds 
of millions each year to Kansas pro- 
ducers from the outside public, and yet 
they talk about ‘keeping Kansas money at 
home’.” 

In another pamphlet also issued by 
this prolific committee on Publicity 
and Education entitled ‘Insurance ; 
Stock-Mutual-Reciprocal” — appears 
the following interesting paragraph, 
headed “Appeal to Home Buying” 

“It is not uncommon for mutuals and 
reciprocals to appeal to local pride in 
order to secure business. Most of us prefer 
to deal at home as much as we can, but it 
must be borne in mind that insurance is 
a serious and extremely important  busi- 
ness proposition, devoid of sentiment and 
civic pride. A broad basis of average is 
essential to’ sound insurance, and a con- 
cern operating in a limited territory can- 
not provide this.” 

\s before pointed out, this is an ex- 
cellent example of an attempt to carry 
water on both shoulders, and demon- 
strates just how the local business 
man is being kidded by the 
agency clique. 

I{xamples such as this, of course, 
demonstrate unquestionably the in- 
sincerity of the stock agency program, 
but its dishonesty, also, becomes very 
real when one examines the following 
facts. 


stock 


EVERAL years ago the interests 
identified with Sears Roebuck & 
Company, of the world’s largest 
mail order houses, started a mail 
order automobile insurance company. 
Immediately the stock company letter 
writing mill got busy, and the Under- 
writers Report, of San lrancisco, a 
stock insurance periodical, made the 
prediction that the business acquired 
by this mail order insurance company 
identified with Sears Roebuck would 
be offset many times by the displeas- 
ure of “thousands of insurance fam- 
ilies who have heretofore been loyal 
patrons of this firm” (meaning Sears 
Roebuck mail order house). The 
article referred to quoted a letter of 
protest sent to Sears Roebuck by cer- 
tain interests on the West Coast iden- 
tified with stock insurance, as follows : 
“We have received a report recently 
to the effect that your company (Sears 
Roebuck) is adding a new activity in pro- 
moting the sales of insurance direct by 
mail. 
“Tf this report is correct, our exchange 
representing over six hundred active in- 
surance brokers in the San Francisco Bay 


one 
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region, desires to render this protest 
against a commercial concern such as 
yours competing against recognized insur- 
ance companies organized solely for that 
purpose. 

“You will no doubt recognize that an 
exchange such as ours and its affiliations 
represent a considerable buying power and 
the retention of such good will by Na- 
tional organizations such as yours should 
be given thoughtful consideration.” 

This should make it clear to the 
local merchant that the Buy-at-Home 
stock insurance advocates have been 
“two-timing” him. All the while they 
have been writing him letters intimat- 
ing that he would lose their trade in 
the event he no longer carried stock 
insurance, apparently they have been 
doing a lot of mail order buying on 
their own account. 

This, of course, they may deny, but 
if they have not been doing a lot of 
mail order buying from Sears Roe- 
buck and other mail order houses, 
then in addressing the Sears Roebuck 
people as they did, they were dis- 
honest in their claim that the buying 
power of thousands upon thousands 
of stock insurance families would be 
lost to that concern. If they were not 
dishonest in this particular, then the 
dishonesty becomes apparent in con- 
nection with their claims made to the 
local merchant. 


ee @ @ 
IT us examine for a moment, 
however, whether they actually 


make good in connection with their 
promise to the merchant or manu fac- 
turer to buy his wares in the event he 
swings to stock insurance. <A classic 
example may be found in the case of 
a certain Car Company. Prior to the 
Summer of 1931 this concern carried 
its fire insurance in one of the Fac- 
tory Mutuals. Stock insurance inter- 

ests persuaded a switch from mutual 
to stock, and the influetice which per- 
suaded the switch is clearly set out in 
the house organ of the “X” Company 
in an article by its Vice-president in 
charge of sales in which, among other 
things, he said: 

“You all know, of course, of our action 
in cancelling the entire line of mutual in- 
surance heretofore carried on the plants 
of the ‘X’ Car Corporation, and the ~_ 
sequent placing of this insurance 100% i 
stock companies, but I am aehacine 
whether or not you all realize just how 
much, in terms of increased sales possi- 
bilities this move means to ‘X’ and its 
various selling organizations throughout 
the country. 

“First let me tell you, that this change 
automatically and immediately swelled 
the ranks of the ‘X’ family to the tune of 
approximately 300,000 enthusiastic boosters. 
We know this definitely and absolutely, 
and so that you may know it too, we are 
devoting this issue of ‘Just Between Our- 
selves’ entirely to a reproduction of the 
letters and articles which have come to 
us from insurance men and organizations 
in the United States. 





“It would be impossible to list all of 
the articles which have appeared in in- 
surance magazines, or to quote all the 
letters which we have received from in- 
dividuals and organizations in the insur- 
ance field; nor do we feel that it is neces- 
sary, since those appearing in these pages 
are typical of the thousands of others 
which we have received in the course of 
the last few weeks. Moreover, those ap- 
pearing herein are sufficiently representa- 
tive to make our selling organization 
acutely aware of the widespread interests 
which have been evidenced in the action 
we have taken. 

ei The question arises now—how 
many of these 300,000 boosters will be 
converted into buyers and owners of our 
product? We look to you for the answer 
to this question because obviously the 
answer will be written in the records of 
your activities from this point on. True, 
it is too much to hope that ALL will buy 
our product, but it isn’t too much to expect 
that a large percentage of this group 
will, in the immediate future, show their 
appreciation by buying a ‘X’.” 

Quoting further 


“Tf our selling organizations do not 
diligently and consistently canvass the 
employes of each and every insurance 
agency in their respective communities 
they will be passing up the greatest sales 
stimulus that has ever been provided this 
or any other selling organization, and our 
action—which action, by the way, cost this 
corporation several thousand of dollars ad- 
ditional every year—will have been in 
vain,’ 


Let us, therefore, quote one or two 
of the thousands of letters received by 
the “X” people from the enthusiastic 
stock agency boosters. Here is one 
from the official mouthpiece of the 
National Association of Insurance 
Agents, The American Agency 
Bulletin : 

“This is a clearcut subscription by the 
‘X’ Motor Car Corporation to the prin- 
ciples that we have been advocating and 
is an achievement in support of the prin- 
ciples for which we are standing. They 
come out boldly in support of stock com- 
pany insurance and they should merit the 
consideration and patronage of stock com- 
pany interests of al! classes. 

“Their action should be broadcast 
throughout the land to the end that every- 
one identified with stock company inter- 
ests should know what has transpired in 
connection with this large firm.” 

And here is one from the vocifer- 
ous Louisiana Insurance Society in 
the monthly publication in answer to 
a question asked: 

“Are we sincere in our arguments 
about the right of invested capital to earn 
a profit? How much do you subscribe to 
that principle ? 

“If you are 100% American, write the 
business executive of ‘X’ Motors a note 
of appreciation for its stand—and ride in 
ye Ta 
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OW just how did the stock 
N agents make good? Just how 
much did these thousands of letters of 
commendation mean? How much 


was the “X” Motor Company justified 
in relying upon those arguments of 
(Continued on Page 26) 
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MEDICAL ASPECTS OF SILICOSIS 


T is commonly agreed that one of 
the outstanding problems now 
facing the casualty executives re- 

sults from the increasing flood of 
claims for occupational disability be- 
cause of silicosis. Most laymen are 
unfamiliar with this disease, particu- 
larly in its medical aspects. Since 
silicosis is a disease, and not the re- 
sult of an accident, it cannot be prop- 
erly understood without some knowl- 
edge of its causes, its clinical develop- 
ment and its prevention. Those who 
attended the recent Claims Confer- 
ence of the mutual companies at Chi- 
cago heard two excellent papers by 
doctors who have a well established 
reputation in the field. Dr. McNally 
of Chicago gave a comprehensive re- 
view of the history and the nature of 
the disease, while Dr. Sander of Mil- 
waukee reported on his observations 
of thousands of workers in dusty in- 
dustries and outlined a medical pro- 
gram for employees in industries 
where there is a dust hazard. 

Dr. McNally pointed out early in 
his paper that silicosis is not a new 
disease and that it has been known 
for hundreds of years. He said: 

“Hippocrates in his Epidemics, speaks of 
a metal digger who had shortness of 
breath and was of a pale wan complexion, 
which are amongst the first objective signs 
of silicosis. In 1557, George Bower wrote 
a book entitled, ‘De Re Metallica’, in which 
he mentioned asthma due to the inhalation 
of dust in the lungs, and remarked, ‘When 
dust is corrosive, it ulcerates the lungs and 
produces consumption, hence in the Car- 
pathian Mountains there are women who 
have married seven husbands all of whom 
this dreadful disease brought to an early 


,” 


grave. 
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S medical knowledge increased 

the diseases of the lungs became 
better known and the word “‘silicosis” 
was first used by Rovida in 1871. Dr. 
McNally points out that the greatest 
advances in the study of silicosis 
have been made in the last thirty 
years and that research is ste: udily 
going forward. Speaking of dust 
diseases in general, Dr. McNally 
says: 

“There are two important factors in the 
etiology of a dust-born disease: the first, is 
the character and the amount of the dust 
inhaled ; and, the second, the susceptibility 
of the individual to the influence of the 
dust inhaled. From the chemical stand- 
point, there are two types of dust, the 
organic and the inorganic. Any inorganic 
dust is capable of producing definite path- 
ological changes in the lungs, if the expo- 
sure is sufficiently long. Collis has stated 
in general that, ‘Dusts appear to be more 
injurious as their chemical composition 
differs from that of the human body, or 
from the elements of which the body is 
normally composed.’ ” 


The History, Causes, Diagnosis, 
and Prevention of this Occu- 
pational Disease, As Explained 
by two eminent authorities at 
the recent Claims Conference 


He then goes on to point out that 
silicon dioxide is found almost every- 
where in varying quantities, being in 
the air we breathe and the water we 
drink, but fortunately in such mi- 
nute amounts that no damage is done. 
In speaking of the industrial danger 
from silica dust, Dr. McNally says: 

“Any process which uses material con- 
ta‘ning silicon dioxide or gives off sisicon 
dioxide is a potential source of silicosis. 
Dusts from quartz, quartzite, flint, and 
sandstone are the most harmful. This is 
due to their content of silica or silicon 
dioxide. The finer the dust, the more dan- 
gerous. Particles greater than 10 microns 
in diameter can pass through the finer 
bronchioles. Microscopical examinations 
of the silica found in the lungs show that 
70% of the silicon particles have a diam- 
eter less than one micron. When it is con- 
sidered that a micron is one twenty-five 
thousandth of an inch, the necessity of the 
removal of such fine particles from the air 
is imperative. This is an extremely diff- 
cult problem and will require considerable 
time and expense. Silica dust is generated 
in the polishing of mirror-glass, the manu- 
facture of grind-stone, mill-stone, in sand 
blasting, the crushing of stone to make 
silica flour used in the manufacture of pot- 
tery, abrasive soap, in the manufacture of 
silica brick, washing powders, sand-paper, 
silica paints, mining and quarry:ng of gran- 
ite, sand-stone, and in all forms of mining 
where the ore is accompanied by a siliceous 
rock.” 
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R. McNALLY then goes on to 
give a comprehensive study of 
the symptomatology, pointing out how 
dust enters the lungs and after it 
penetrates the tissues nodules are 
formed. He points out that it is very 
difficult to make an exact diagnosis 
where the disease is not present in an 
extreme stage and that final and con- 
clusive proof of the damage done to 
the lungs can only be secured through 
an autopsy. In this regard he says: 
“When an individual dies and material 
is removed at the autopsy, the pathological 
and chemical examination is the final word 
whether or not the case is one of silicosis. 
The history, the x-ray and clinical findings 
are subordinate to these findings.” 

Dr. McNally also presented two 
tables, one showing the amount of 
silicon dioxide per gram of dried tis- 
sue found in a normal lung, and an- 
other showing the amount which had 
been found in the lungs of workers 
in silica laden air by various research 
workers. It was noted with interest 
that a number of those who had never 


21 


been exposed to dust in any quantity 
showed an appreciable amount of 
silicon dioxide in the lungs. 


Dr. Sander explained that during 
the past eighteen months he has been 
examining workers in the vicinity of 
Milwaukee, the majority of whom 
had been employed in dusty trades. 
He pointed out that in several foreign 
countries no new workers are per- 
mitted to enter upon a dusty trade 
without first passing a physical exami- 
nation proving their fitness for such 
work. Dr. Sander outlined in detail 
the program which he has followed 
in the vicinity of Milwaukee examin- 
ing workers. He said: 


“The purpose of the examination is, 
however, less an elimination of the unfit as 
it isa placement of workers at processes 
for which they seem best suited physically.” 

He also emphasized the fact that 
in the course of such an examination 
the worker’s viewpoint on safety may 
be materially changed, saying in this 
regard, 


“Furthermore, I also take advantage of 
the personal contact with the dusty trade 
employee or prospective employee to edu- 
cate him somewhat on the purpose of the 
examination program, on what he himself 
can do to curb dust dissemination, on the 
over-emphasis which has been placed on 
dust diseases and that with reasonable care 
he has nothing whatever to fear in his 
dusty work,” 


Particularly impressive to the 
Claims Men was the fact that Dr. 
Sander in the course of over 5000 
examinations has seen and examined 
very few disabling cases of silicosis. 
In this regard he said: 


“T have seen so few third stage cases of 
silicosis, and no interstitial fibrosis at all in 
foundry workers, simply because the dust 
intake is minimal, spread out over a long 
period of time; and those few cases of 
third, stage that I have seen have all been 
sand blasters who worked under the old- 
time conditions when they wore canvas 
bags to protect their eyes, never thinking 
what the dust was doing to their lungs. 
And every foundry that we see didn’t 
have those worst conditions. Many of them 
have been using reasonably safe equipment 
for many, many years. But we still occa- 
sionally find a foundry that hasn’t heard a 
lot abeut air-line helmets.” 


In discussing what is usually 
known as first stage silicosis, Dr. 
Sander says: 


“Instead of constantly thinking of 
silicosis in its three stages as vizualized on 
the x-ray film, we should classify it from 
the standpoint of whether or not what we 
see on the film has caused incapacity. 
Where no disability has developed, the 
diagnosis should be ‘Pre-clinical Silicosis’. 
Into this group will fall all cases of the 
so-called ‘First stage silicosis’ and the large 
majority of the ‘Second stage’ cases. The 
diagnosis of ‘Clinical Silicosis’ will then 
include only those cases in which disability 
has developed as a result of the dusty 
lung.” 

(Continued on Page 24) 
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Editorial Comment on 


"Thar She Blows" 


(Continued from Page 18) 


great state, and also the general 
derogatory reflections cast upon those 
of the insurance supervisory group 
without previous experience in the 
business prior to their having taken 
the important office of Commissioner 


of Insurance of their respective 
states. We believe that it will be 
generally agreed that Mr. Van 


Schaick is one of the best executives 
ever appointed to such a position in 
the history of the business. Mr. 
James certainly has produced nothing 
to prove that the experienced insur- 
ance executive makes a better Com- 
missioner than one without such ex- 
perience, and there is nothing in the 
record of the business to warrant such 
a conclusion. 


Mr. James probably cannot be ex- 
pected to know that the competitive 
situation in insurance may make it 
more desirable to select a commis- 
sioner from outside the insurance 
ranks; and then, too, the public is 
apt to be skeptical of the ability of 
an insurance man to completely dis- 
associate his past interests in the ad- 
ministration of the insurance affairs 
of the state. 

Certainly, Mr. Van Schaick is not 
responsible for the small appropria- 
tion that the legislature has made for 
the operation of his department. This 
is a chronic condition in the best of 
states and is the despair of practically 
all of the commissioners. If the New 
York commissioner personally 
pledged his credit for $10,000 in order 
that important work might be carried 
on without interruption, this is a 
great tribute to his honesty and sin- 
cerity of purpose and reflects the 
quality of his managerial capacity. 
The then Governor Roosevelt was 
manifestly right when he told Van 
Schaick that he “needed an adminis- 
trator”, as the Superintendent’s rec- 
ord and his present standing in the 


insurance world have abundantly 
proved. 
In fact, Superintendent Van 


Schaick, as well as other of his fellow 
commissioners, in a number of in- 
stances has shown the true touch of 
the high grade executive in pointing 
out such faults in present day pro- 


cedure as are mentioned by Mr. 
James in respect to the need of 
strengthening examinations of the 


financial condition of companies so 
that the true state of facts may be 
learned before liquidation becomes 
necessary. 
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F there is any criticism to be made 

of the failure of present day ex- 
aminations of insurance companies 
to disclose the true facts, the fault 
lies not with the insurance depart- 
ments, but with the people who, 
through their legislators, make it im- 
possible for the departments to em- 
ploy the kind of expert assistants 
competent to make that kind of an 
examination. Insurance is a technical 
business and an examination of a 
company a complicated as well as a 
highly important undertaking. Ordi- 
narily, the public measures the worth 
of its public employes by the small- 
ness of their salaries, and with a few 
notable exceptions men of capacity 
in this field of endeavor look else- 
where than to insurance departments 
for employment. On the other hand 
there undoubtedly have been in- 
stances when the reports of exami- 
ners have disclosed companies to be 
in a dangerous condition and the com- 
missioner failed to act promptly or to 
act at all; but the same conditions 
would prevail under any system of 
supervision and no matter what the 
law might be. Naturally the heads 
of insurance departments should be 
men of ability, honesty and courage 
and they should possess judicial tem- 
peraments. They must, at all times 
maintain an even balance between the 
public, the companies and the agents. 
If any one of the three exercise too 
great a persuasive force upon the 
Commissioner, the public and the 
business (sometimes both) suffer. All 
of these attributes can be found in 
an individual even though he has no 
insurance experience. 

We cannot agree that the passage 
of laws tightening the organization 
requirements of companies or the 
giving to insurance departments the 
control over investments to be even a 
partial solution to the problem. — It 
would be a very nice thing if there 
could be kept out of the insurance 
field those who see in it only the op- 
portunity for great personal gain. 
The trouble in recent years has prin- 
cipally been with those organizations 
which paid very little, if any, atten- 
tion to underwriting and looked for 
their gains to the yield from their in- 
vestments. Companies which are con- 
servative underwriters and recognize 
the insurance business for what it is 
—a service organization handling and 
distributing the accumulations of 
funds of large groups of policy- 
holders—are generally careful and 
conservative in connection with other 
phases of insurance management, in- 
cluding investments. During the de- 
pression a company with a sound un- 
derwriting policy was ordinarily able 





to weather the storm regardless of 
any difficulties which it might have 
had in connection with depreciation 
of investments. Under the conditions 
in the financial field which we have 
been experiencing during the past 
few years, there are those who doubt 
whether, in the general run of cases, 
supervised investments would have 
turned out any better than those un- 
supervised. However, we do feel 
that certain reasonable restrictions 
can with benefit to the public be im- 
posed by statute. 


Investment legislation, of course, 
will help but ordinarily when it is 
drafted out of the experience of the 
last few years, it has a tendency to 
restrict too severely the operations of 
perfectly sound and capably managed 
insurance institutions. Then, too, a 
law governing investments drafted 
out of current experiences may not 
prove to be the thing five, ten or fif- 
teen years hence. The type of invest- 
ments approved today may not be 
considered good ten or fifteen years 
from now. 


HERE seems to be an inconsist- 

ency in the article in connection 
with the question of state supervision 
in that the blame for the current bad 
conditions is being laid both to insur- 
ance supervision and to the lack of it. 
The author apparently believes that 
the combined underwriting losses suf- 
fered by the insurance companies in 
connection with the various kinds of 
insurance enumerated to be the result 
of rating laws, and apparently writes 
under the assumption that the rates 
are made by the state rather than by 
the companies. Very few states, as 
a matter of fact, actually regulate or 
approve rates covering the lines of 
insurance shown as having suffered 
underwriting losses, and none ac- 
tually make the rates. Workmen’s 
compensation rates are more gener- 
ally regulated than any of the others ; 
automobile liability next. There is 
hardly any regulation, excepting in 
one or two states, in connection with 
fidelity and surety, burglary and 
other liability lines. In spite of the 
fact that in fidelity and surety the 
companies have had the almost un- 
restricted freedom to do as_ they 
pleased, their distress during the 
course of the depression has been 
more acute than any of the others. 
Mr. James apparently assumes that 
rates for any particular risk can be 
taken out of the air. He does not 


realize that to do justice to all policy- 
holders, it is necessary to make rates 
using as a basis the experience of all 
of the companies writing the various 











classes of business if the resulting 
rates are to be reasonable, adequate 
and non-discriminatory. The bureaus 
of which he speaks are company 
maintained organizations and it would 
be impractical and too expensive for 
each company for itself to scientifi- 
cally and accurately make rates; and 
then, too, very few individual com- 
panies have a broad enough experi- 
ence on which to predicate a sound 
rate. Rate regulation has not been 
responsible for the difficulties in 
which some of the companies have 
found themselves; nor can the diffi- 
culty be charged to the rating plans. 
Perhaps in the majority of cases it 
could be laid principally to misclassi- 
fication and other forms of rate cut- 
ting. An insurance buyer who was 
in the office the other day reported 
his own personal experience of re- 
ceiving bids of $68,000 and $71,000 
respectively on his particular risk 
which was finally written for $42,000 
by the same group which had bid 
$68,000. There is $26,000 on one 
risk which must be offset somehow. 
Unless deviations such as this are 
made up by other policyholders pay- 
ing more than they should, the net 
result is bound to be an underwriting 
loss. 

We do not think there is anything 
in the article which supports the 
charge that the rating law cited was 
presumably drawn for the.benefit of 
the insuring public, but actually is 
not. The rating law does protect 
the public from being overcharged. 
It is designed to protect the public 
from unfair rate discrimination, to 
prevent one policyholder or group 
paying more than his share in order 
that more favored policyholders may 
pay less. It is true that even in rate 
regulated states rate manipulation 
exists, but it prevails only because 
the people through their legislators 
fail to provide the wherewithal to 
maintain the. staff necessary to ade- 
quately check the rates used. 


HE taxicab situation in New 

York which is described 4n the 
article perhaps has no parallel in any 
other part of the country. It is a 
deplorable situation and the insurance 
department has struggled with the 
problem most conscientiously within 
the limits of its own resources and 
the statutes under which it is author- 
ized to proceed. Conditions in New 
York City are such that it is impos- 
sible for any company to charge the 
rates which ought to be paid for such 
insurance. It would appear that by 
stricter laws and more supervision 
would only partially solve the prob- 
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lem. Neither the law nor the insur- 
ance department, nor, for that matter, 
the insurance company can change 
human nature and human nature is 
responsible for a great deal of the 
trouble in this particular case. 

We are in agreement with Mr. 
James concerning the surety bond 
situation. More regulation is needed 
in that quarter. Three years ago 
Mr. Joyce, the then President of the 
National Surety, implored the com- 
missioners to intervene in an effort 
to cure some of the evils existing in 
the business. Companies have always 
been willing to call for help when 
they were in difficulty providing the 
rescue work was under their direc- 
tion while, at the same time, they con- 
demned and sought to avoid insurance 
supervision as incompetent and med- 
dling. The surety business as con- 
ducted in this country is of a monopo- 
listic character and more regulation 
and competition is needed if some of 
its undesirable phases are to be cor- 
rected. 
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EFERENCE is next made to 

conditions surrounding the fail- 
ure of a large life insurance company 
in the State of Illinois. This is hardly 
a fair example to be used in proof 
of the charge that the casualty and 
fire structure is about to “blow.” 
Then, too, it is somewhat inconsistent 
in that the article took great pains to 
distinguish between casualty and life 
insurance. Iéven in connection with 
that particular failure, it is interest- 
ing to note that all of the advice as to 
how it might have been prevented 
came after the experience from the 
failure had seen gained rather than 
its having been advanced before the 
blow-up occurred, The law has been 
changed since and today perhaps is 
unnecessarily restrictive in some di- 
rections and too lenient in others. As 
good as the public seems to think it 
is now, it may be wholly inadequate 
ten years from now in preventing 
some companies from failing. In- 
competence and dishonesty, yes even 
bad luck will take their toll in spite 
of all humans can do to prevent dis- 
aster. 

We strongly disagree with that por- 
tion of the article which condemns as 
fraudulent and dishonest the method 
of valuation of insurance company in- 
vestments employed by the National 
Convention of Insurance Commis- 
sioners. In the first place, it is writ- 
ten in such manner as to leave the im- 
pression that the valuations used are 
the stock market quotations at their 
peak. This, of course, is not the case. 
An average basis was used designed 
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to, over a period of time, bring the 
companies’ portfolio valuations nearer 
to current conditions. Naturally, 
there will always be some argument 
as to whether it would have been 
wiser to insist immediately upon mar- 
ket valuations. It is generally be- 
lieved, however, that such action 
would have compelled a large num- 
ber of institutions to close up shop, 
resulting in great loss to policyholders 
and throwing the business into chaos. 
It should be remembered, however, 
that to companies which were able to 
operate during the depression (as a 
great many were) at an underwriting 
profit, paying losses and expenses out 
of current income, the actual worth 
of their investments was not nearly 
so important as to those which were 
operating at an underwriting loss. 
And the amortization method em- 
ployed in the valuation of bond hold- 
ings was that followed for years in 
connection with life insurance com- 
pany investments. 

The commissioners gave very long, 
serious and thoughtful consideration 
to the problems involved and rather 
than take the chance of practically 
destroying the whole structure of in- 
surance, they elected to follow a 
course under which the honestly man- 
aged insurance institution could live 
and prosper. In those cases where 
companies were unable to operate at 
an underwriting profit, special treat- 
ment was given and, while it was im- 
possible to avoid disaster to all, it 
would seem that the result weights 
the scale on the side of the action 
taken by the commissioners. Anyone 
close to the problems must have real- 
ized the sincerity of purpose underly- 
ing the deliberations of the commis- 
sioners with respect to this matter. 
There was no intention at any time of 
concealing ‘“rottenness,” the action 
taken being wholly on the basis of 
what under the circumstances, all 
things considered, appeared to be to 
the best interests of the insuring 
public. 

ee @ 


HE reference to the statute au- 

_ thorizing the Insurance Advisory 
Board of the State of New . York 
may mean little or much. That such 
a board would have been any help in 
avoiding the problems which arose 
during the depression, if it had been 
authorized prior thereto, is, to say the 
least, questionable. We are inclined 
to doubt its value at any time and 
while, under emergency conditions, 
it may have somewhat relieved the 
pressure on the superintendent of in- 
surance, by its very nature it cannot 
be expected to accomplish much. On 
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the contrary under certain conditions 
we believe it could operate disadvan- 
tageously to the public and to the 
business. The responsibility is, and 
should remain, with the superintend- 
ent of insurance who, because of his 
full time activity, is more closely con- 
nected with the problems than any 
advisory board could possibly be. 
This with all due respect to the char- 
acter and the accomplishments of 
those presently serving on that board. 
There are many matters with which 
the superintendent has to deal which 
it would be improper to ask such a 
board to consider—rates, for one 
thing. 
ee @ 


HIE attempts of the Reconstruc- 

tion Finance Corporation to save 
companies in distress may or may not 
be the right procedure. In many cases, 
undoubtedly, it will prove to be the 
wise course, while in others it may 
not work out so well. Here, again, 
are great opportunities for second 
guessing. However, it is certainly 
bad taste for a company under the 
protecting treasury of the R.F.C. to 
advertise throughout the country that 
it is wiser to insure in such a com- 
pany because now the government 
can not possibly afford to allow the 
company to fail. 

We rather think that the criticism 
heaped upon certain office-holding 
politicians who insist that all building 
and producing business using R.F.C. 
loans be forced to insure only with 
American companies, is deserved. 
That bright idea does not originate 
with any government official or office- 
holding politician. The companies 
themselves are responsible—at least, 
quite a number of them. They have 
been waging quite a persistent cam- 
paign during the last year and by leg- 
islative and other means in certain 
fields of insurance have endeavored to 
eliminate alien competition. The pol- 
icy criticized is not without some 
merit, but we are in accord with the 
implications in the article that the way 
to get the business is by an improve- 
ment in American methods and com- 
petitive conditions, and not by the 
force of compulsion through legisla- 
tion or official edict. 

Undoubtedly, if space had permit- 
ted, Mr. James would have ampli- 
fied very greatly, many of the state- 
ments made in his article. As it 
stands, we do not think it supports 
his conclusion that the worst is yet 
to come in the insurance business. It 
will have served its purpose if it helps 
those in the business to realize that 
the public has a real interest in in- 
surance affairs and that improvements 
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will have to be made in company 
management, methods of writing 
business, competitive practices, leg- 
islation and supervision. 


NSURANCE is different, as we 

have pointed out elsewhere in this 
issue, from any other business or 
from any profession. Fundamentally, 
it is not a profit making institution 
for where the purpose of profit dom- 
inates above all others, disaster is 
more apt to be the outcome. It is 
generally true, in connection with any 
endeavor that no business can long 
endure where profit is the first and 
sole consideration, but with insurance 
this is especially true, for insurance 
is essentially a cooperative service, 
not a commodity. If a company 1s 
formed for the sole purpose of ex- 
tracting money from the public, the 
whole theory of good business is 
turned upside down. It is irrefutable 
that the funds used by an insurance 
company are those paid in advance by 
customers for services which may 
never be rendered as Mr. James 
points out. The first and greatest 
concern of insurance management 
should be the conservation and the 
honest distribution of such funds as 
efficiently and economically as pos- 
sible. Whether legally or not, trustee- 
ship obligations prevail. [undamen- 
tally what is an insurance company 
but a group of persons, each of whom 
realizes that he is subject to the pos- 
sibility of some loss, the time and 
amount of which are matters of un- 
certainty, and who agree to create, 
through justly propertioned contri- 
butions, a common fund, from which, 
in the event of such loss happening 
to any of them, compensation may be 
made to the loser and the burden 
thereof distributed over the entire 
group. It involves two main factors 
which are distinctive of civilized man, 
his social progress and security— 
foresight and cooperation. By the 
development of the former through 
education, applied science, and social 
organization, man has diminished the 
realm of chance and enlarged that of 
calculation. By the exercise of the 
latter he has become increasingly effi- 
cient in the preservation of his life 
and possessions. 

It is true that much can be done to 
improve conditions insurancewise. 
However, the fire and casualty insur- 
ance companies have, upon the whole, 
weathered the storms of the past five 
years in good fashion. A few com- 
panies which may have been basely 
conceived and would have eventually 
failed in good times or bad have 


darkened the picture, but, for the 





most part, American insurance has 
been outstanding as a confidence-in- 
spiring institution. It has, except in 
a relatively few isolated cases, been 
free from the counts upon which Mr. 
James has indicted it. 

Human conduct is evolved out of 
experience. Business of every kind 
has been developed largely by trial 
and error. That insurance as a whole 
has stood so staunchly through the 
cyclonic period of the last five years 
reflects credit upon its management 
and upon the wisdom of those charged 
with its supervision. If, in devising 
new regulations for its further con- 
trol, those engaged in the task profit 
from the weaknesses which experi- 
ence has disclosed, American insur- 
ance may not only look to the future 
with optimism, but the American pub- 
lic will be justified in a continuation 
of its confidence. 


Aspects of Silicosis 
(Continued from Page 21) 


Dr. Sander, from the results of his 
examinations, has come to the conclu- 
sion that a moderate dust exposure 
will often lead to no disabilities. In 
support of this he says: 

“This is proved by the hundreds of old 
foundry workers who have worked in the 
industry from thirty to fifty years who 
have no more than a first stage silicosis, 
or better, no more than this lymphatic en- 
gorgement. As a result of these many 
vears of dust exposure, the vital capacity 
of their lungs is no more diminished than 
it was when they began their foundry ex- 
perience.” 

He goes on to say: 

“Still, most writings on silicosis state 
that once a diagnosis of silicosis is made, 
regardless of stage, that individual will 
certainly progress to a stage of disability 
whether his dust exposure is discontinued 
or not. These old foundry workers may 
eventually become disabled, it is true, if 
they live long enough. The majority of 
them would be over 100 years old, how- 


ever, before their lungs would cause 
trouble. The point is that this large group 


of 75% of all foundry workers is exposed 
to only moderate dust concentrations or 
inhales such small quantities of dust over 
a long period of time that the lungs are 
able to take care of it without causing a 
disabling fibrosis during a natural lifetime.” 

Dr. Sander in concluding his paper 
outlinéd what he believed to be an 
adequate program for medical exami- 
nation treating the qualifications of 
the examiner, the completeness of the 
examination, which employees should 
be examined, and what standards 
should be set up to determine fitness 
for work. 
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Blindfold Calculator 
“What would happen to the young man 
of today who could not even do simple 
arithmetic?” asks an accountant. He would 
probably become a waiter.—London Hu- 
morist, 











THE PUBLIC STAKE 


AN EDITORIAL 
(Continued from Page 6) 


ued policy might largely be done 
away with if the agent on each job 
took a proper interest in guiding his 
client in the right direction, and did 
not yield to the temptation to over- 
load the customer in order to get 

bigger cut of the premium, or know- 
ingly unload bad risks on the compa- 
nies because of the commissions 
gained thereby. Where commission 
is the prime incentive, business ethics 
may easily fly out of the window. The 
agent who thinks little, or doesn’t 
care for much of anything except his 
percentage, can be a most expensive 
stumbling block in the insurance 
world. He can, and does, promote 
the covering of undesirable risks, he 
assists in misclassifications to favor 
the large user of insurance, he in- 
spects little or none at a!l, he with- 
holds information as to the best com- 
panies or kinds of coverage for his 
own profit, he utters slanlers against 
his competitors, or failing to frighten 
his prospect by this means, descends 
to the role of the persistent beggar 
demanding a right to live on the com- 
munity. All very costly, this, Mr. 
Public, and how long will you put up 
with it? There is abs: lutely nothing 
in the field of business or the profes- 
sions which can be compared to it. 

It has not been denied, ner can it 
be, that all insurance is fundamental- 
ly mutual; that all that an insurance 
company of any type represents is a 
combination of persons banded _ to- 
gether to protect each other from 
disaster in the form of fire or acci- 
dent; those sustaining loss, or sub- 
jected to the possibility of loss, being 
reimbursed out of a common fund 
contributed by all. The company 
acts as nothing more than a service 
organization in the collection and the 
distribution of the funds—which, be 
it remembered, have been contributed 
in advance by all those who are a 
party to the agreement. Out of these 
funds, losses and expenses, including 
those incidental to the fire and acci- 
dent activities of the organization, 
are paid, reserves established, sur- 
pluses built up. The member of the 
group gets nothing tangible in return 
for his advance contribution, other 
than a promise to share in the fund 
should he be so unfortunate in the 
future as to suffer loss from fire or 
accident. His interest in the fund 
and in the organization which admin- 
isters it is, therefore, very real be- 
cause not having received anything 
tangible for his payment, he wants to 
be sure that the accumulated money 
is wisely and conservatively handled 
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so as to guarantee that there will be 
something in the pot with which to 
indemnity him in case of need. The 
whole activity is, therefore, essential- 
ly mutual. 
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TOCK proponents go to ridicu- 

lous lengths in their attempts to 
dissuade risks from the mutual plan 
of insurance. Typical of such in- 
stances is one recently tried in the 
case of the Masonic Temple Associa- 
tion of the City of Detroit. There 
it was argued that one having gone 
ever to the mutual plan, or contem- 
plating doing so, should be consistent 
and advocate the mutualization of the 
laundry business or that of the jew- 
elry dealer or other merchant. 

An analysis of the enterprises men- 
tioned discloses the utter futility of 
that line of reasoning, which really 
amounts to deception rather than 
logic. 

The “laundry owner” first invests 
his money in the establishment and 
equipping of a plant. He employs, 
at his expense, a competent staff to 
man the plant; then he seeks custom- 
ers, calls for the clothes to be washed, 
ironed or cleaned, performs the serv- 
ice and makes delivery, after all of 
which processes he is paid (at least by 
the ma‘ority, we hope). And _ prac- 
tically the same steps are taken by 
the jeweler who sets up a shop, pur- 
chases and displays his stock in the 
hope that it will be attractive enough 
in both quality and price to interest 
customers. He, along with the laun- 
dry man, the automobile manu factur- 
er, the automobile dealer, and all 
others in the business world, is haz- 
arding his own capital in the wav « 
money, and his own time and services, 
before he expects to receive a dime 
from a customer. And the same is 
true in the professions; the lawyer 
and the doctor and the dentist, after 
long years of training, expenditure of 
time and money, set themselves up in 
their professions, render valuable 
services to clients and patients before 
they expect to be reimbursed. There 
is nothing whatsoever cooperative in 
the nature of these businesses and 
professions. 

ee @ 


OT so with insurance. The pol- 
N icyholder hands over his good 
money, in full in advance, and re- 
ceives nothing but a promise to pay 
in the future out of the funds which 
he and others like him may have con- 
tributed. Those funds may have been 
hazarded in speculative enterprises in 
order to yield large returns for the 
benefit of stockholders. Or the money 
may have been prematurely paid out 
in profits, leaving insufficient provi- 
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sion in the way of reserves and con- 
tingent funds to take care of unusual 
loss periods. Then should Mr. Pol- 
icyholder find himself with his prop- 
erty burned to the ground, he may 
discover that his contributions, to- 
gether with those made by the peo- 
ple banded together with him, have 
been dissipated in extravagant or in- 
competent administration ; and when 
he comes to collect, he is dismayed 
to see that his policy is nothing more 
than a scrap of paper. 

Anyone looking at the insurance 
business thoroughly and comprehen- 
sively must come to the conclusion 
that the mutual plan is a “natural” 
and that, logically, as in a mutual 
company, the policyholders of any 
type of carrier should have a large 
part in the administration of the 
funds accumulated by their contribu- 
tions. 

There are insurance service organ- 
izations of all types—mutual, stock, 
reciprocal, Lloyds—of the highest 
standing and reputation which have 
records for honest settlements and 
prompt payment of losses. No one 
with a sound sense of business values 
need go wrong as to the choice of a 
reliable insurance company. Cer- 
tainly the stock plan, which is really 
the mutual idea with the introduction 
of third party control, has no supe- 
riority on which to base a net cost 
higher than the mutuals, or, for that 
matter, no superiority in the way of 
service or loss paying ability which 
entitles it to preference even on the 
basis of the same net cost. Mutual 
Insurance began with the Nation and 
thus has the prestige of age, dating 
back to the time of the Colonial 
fathers. It covers, by all odds, the 
highest type of risks at the present 
day. The service it renders is com- 
plete and its representatives are train- 
ed to assist the assured in every re- 
spect. 

Of course, therg may be perversion 
of any type of insurance company, 
human nature being what it is, but 
the statistics of mutual growth show 
a retirement record only one-half that 
of companies which have operated 
under the stock plan. 


HE well-managed mutuals em- 

phasize first the idea of preven- 
tion in order to reduce loss, and this, 
along with conservative management 
has made it possible, through the 
years, for by far the greater majority 
of the companies to take less out of 
the policyholders’ contributions for 
the expenses of administration and 
also for the payment of losses. And, 
thus, policyholders get a better break 
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and come nearer to carrying out the 
purposes of their cooperative contri- 
bution arrangement than in perhaps 
any other type of insurance company. 

The same futile arguments as are 
now made against the mutual plan 
were made in the case of life insur- 
ance companies years back, but still 
the life business today is preponder- 
ately mutual, as eventually will be the 
fire and casualty insurance business. 
The fire and casualty mutuals have 
made their greatest strides during the 
last twenty years when they broke 
away from the tradition of confining 
their operations to a limited territory 
surrounding that of their home of- 
fices. The necessary legislation has 
been passed, and the efforts of the 
better established mutuals are con- 
stantly directed toward applying ade- 
quate safeguards to eliminate the ir- 
responsible who, for some reason or 
other, get into every type of business. 

Of late Mr. Public has been cutting 
his way more rapidly through the 
morass of misrepresentation concern- 
ing the mutual plan which has too 
long acted as a barrier to insurance 
Ile is recognizing that he 
has been continually kidded by such 
arguments as the “mutualization of all 
business” plea. He is realizing that 
insurance is an essential part of the 
private property and individual own- 
ership idea, and, therefore, all forms 
of it have to do with the danger of 
to the individual; that mutual 
fire companies exist for the purpose 
of protecting economic values of spe- 
cific property ; that they are decidedly 
individualistic in their management 
and operation and are outstanding 
examples of the development of per- 
sonal initiative and enterprise. He is 
beginning more and more to see that 
the prime function of the mutuals is, 
through individual planning and ef- 
fort, to reduce the huge economic 
loss growing out of the great fire 
waste in this country; that they em- 
phasize first, prevention, and then fur- 
nish the soundest form of protection 
against the chance happening of the 
event which so often occurs in spite 
of the greatest precaution which it is 
humanly possible to provide. 


progress. 


loss 


E is realizing, too, that the indi- 
vidualistic system, as opposed 
to socialism, does not at all make nec- 
essary the employment of capital in 
the form of capital stock; and that, 
nevertheless, it preserves a spirit of 
enterprise, initiative and freedom 
within the proper bounds of the in- 
dividual himself. 
There are yet many questions which 
must be settled to make the world 
ideal insurancewise, but Mr. Public 
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is becoming more and more awake to 
what the mutuals mean to him. He 
has bought proportionately less of 
stock coverage since 1926 and _ in- 
creased the percentage going to the 
mutuals. With the passing of the de- 
pression, Mr. Public can be expected 
to take a greater interest in this fun- 


damental type of protection. 
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Insurance World 


(Continued from Page 14) 


time the National Surety Company 
was taken over by the Superintendent 
for rehabilitation. Its capital stock 
consisted of 100,000 shares with a 
value of $10 a share and it was 
created for the purpose of conserv- 
ing and developing the assets of the 
old company for the benefit of all 
the creditors. All the stock of the 
new corporation is held in the name 
of the Superintendent for the bene- 
fit of the creditors. 

Justice MecGeehan’s order follows 
an offer by the Haystone Securities 
Corporation through Charles Hay- 
den, a director of the new corpora- 
tion, to purchase the stock of the new 
corporation provided it could be de- 
livered before July 30, 1934. Super- 
intendent Van Schaick sought an 
opinion from the court whether to ac- 
cept or reject the offer or any other 
offers which may be forthcoming be- 
fore the time the order is returnable. 
Should the court agree to the pro- 
posed sale on July 20th, its consum- 
mation is conditioned upon the con- 
sent of the Reconstruction l‘inance 
Corporation, to which the capital 
stock of the National Surety Corpo- 
ration is pledged as collateral for a 
loan. 

In commenting on the order, Su- 
perintendent Van Schgick said in 
part: 

“While there is no immediate necessity 
for the sale and the Superintendent of In- 
surance is in no sense an anxious seller, 
it is nevertheless the obvious duty of the 
Superintendent to consider seriously any 
substantial offers which are made for the 
stock of the corporation and to communi- 
cate such offers to the court and to the 
creditors and stockholders of the company.” 


Bunk of the Month 


(Continued from Page 20) 


the stock representatives who sold 
them on the idea? Looking for an 
answer to the question, inquiry was 
made to determine how the company 
has fared since 1931. It is, of course, 


impossible to obtain figures on pro- 
duction of individual makes of cars, 
which naturally are kept in confi- 
dence, but the new car registration 
figures, which are about the same as 





retail sales in the United States, dis- 
close the following as far as the “X” 
automobile is concerned. 

In 1930 “X” new car registrations 
were 24,307; in 1931, 17,425; in 
1932, 10,794, in 1933, 6,726. 

There is the answer to the extent 
of the reliability which can be placed 
upon the claim of the stock partisan. 
How have the stock agents made 
good with “X”? What about the 
300,000 potential “X” buyers? What 
makes of cars are the thousands of 
agents who addressed encouraging 
letters to the “X” organization driv- 
ing? It is evident that they are not 
driving the “X”, and it is reasonable 
to assume that many are driving cars 
made in plants mutually insured in 
whole or in part. 

It is perfectly evident that the 
whole reciprocity campaign is merely 
a letter writing activity of bluff and 
bluster, and that the letters are writ- 
ten to fit the particular situation, re- 
gardless of actual facts. If the mail 
order house does something distaste- 
ful to stock partisans they threaten to 
withdraw their business. If the local 
merchant does so, they mike the same 
threat ; in the first case implying that 
they are mail order buyers; in the 
second case, implying that they are 
100 per cent buy-at-homers. The 
bald-headed agent will issue a threat- 
ening letter to the manufacturer of 
hair tonic, as will the chap who has 
never owned anything but a second- 
hand Model T will write one to the 
manufacturer of the most expensive 
car. 

“Tell them anything to sell them” 
is still the guiding principle, so it 
would seem, of the average stock in- 
surance agent. 
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Jess G. Read Renominated 
in Oklahoma 


JESS G. READ HAD WON THE DEMO- 
CRATIC NOMINATION FOR COMMIS- 
sioner of Insurance for Oklahoma in 
the recent primary. In the vote Com- 
missioner Read led all other can- 
didates, more than doubling the vote 
of his nearest opponent. Official tab- 
ulation gave Commissioner Read 87,- 
098 and Mr. Philpott 40,533. 

Commissioner Read has held office 
since January, 1924, when he was ap- 
pointed to fill an unexpired term. In 
1928 he was reelected. At the pres- 
ent time he is Secretary of the Na- 
tional Convention of Insurance Com- 
missioners. 

ee @ 
Good Hunting 


Wageg—‘‘Have any luck hunting lions in 
Africa?” 

Tage—“Yes, I didn’t meet one.”—An- 
swers. 
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Legal Groups Meet in August 


OME of the legal problems that 
arise in insurance work will be 
given expert consideration dur- 

ing the month of August when the 
American Bar Association holds its 
annual meeting at Milwaukee and the 
International Association of Insur- 
ance Counsel has its convention at 
French Lick, Indiana. Commissioner 
Mortensen of Wisconsin will welcome 
the Insurance Section at Milwaukee. 

The newly organized Insurance 
Section of the American Bar Asso- 
ciation has a very complete program 
for the Milwaukee meeting, starting 
August 27th. Included are many items 
of great interest to the insurance 
executive as well as to the attorneys 
active in insurance work. Three of 
the most important subjects in cas- 
ualty insurance will come under fire, 
for example, in the speeches by Cas- 
ualty Commissioner Pope of Texas 
on the “Proposed Uniform Automo- 
bile Policy”; that of Frederick S. 
Kellogg of Jersey City on “Silicosis 
Claims a New Problem in the Insur- 
ance Field”, and the address by Rem- 
ington Rogers of Tulsa, Oklahoma, 
on “Bogus Claimants and Malingers.” 
Of particular interest to those special- 
izing in workmen’s compensation in- 
surance will be the address by Honor- 
able Clarence W. Hobbs, Special 
Representative of the National Con- 
vention of Insurance Commissioners 
on the National Council of Work- 
men’s Compensation Insurance on the 
subject of “Qualifying Bonds or 
Deposits in Workmen’s Compensation 
or Other Types of Insurance.” 

Fire insurance will not be neg- 
lected, for there will be an address by 
Lionel P. Kristeller of Newark, New 
Jersey, entitled “An Analysis of the 
Appraisal Clause of the Standard 
Fire Insurance Policy.” 

On Monday evening the Insurance 
Section will hold its first annual din- 
ner, at which the featured speaker 
will be Wesley E. Monk, General 
Counsel of the Massachusetts Mutual 
Life Insurance Company, who will 
talk on “Insurance in the Depression 
and Beyond.” Also on the program 
is L. Barrett Jones of Jackson, Miss- 
issippi, who is listed in the program 
for an address on the intriguing sub- 
ject of “Yarns.” All of those who 
wish to know what comes under this 
title will have to attend the banquet 
and hear Mr. Jones to find out. 

A session of the Insurance Section 
will be held on Thursday morning, 
at which time three very interesting 
addresses will be given. The first, 
by Howard P. Spencer, Counsel to 


the Title & Mortgage Rehabilitation 
Bureau of the New York State In- 
surance Department is entitled “Some 
Legal Aspects of the Guaranteed 
Mortgage Company Rehabilitation 
Program.” In view of Mr. Spencer’s 
close contact with the problems which 
have arisen in New York on this sub- 
ject he can be expected to make a 
very worth while address. Mr. 
John Henry D. Sayer, former Indus- 
trial Accident Commissioner of New 
York, is sure to hold the attention of 
his audience with his talk on “The 
Realities of Workmen’s Compensa- 
tion—A Contrast Between Theory 
and Practice.” The last of the morn- 
ing addresses will be that of Zechar- 
iah Chafee, Jr., Professor of Law at 
Harvard University, who will speak 
on “Extension of Federal Inter- 
pleader to all Business.” 

Sesides these addresses, there will 
be reports from all of the committees 
which have been actively at work 
during the past year, and it is ex- 
pected that some of them, such as 
that of the committee on automobile 
insurance law and the committee on 
workmen’s compensation insurance, 
will be eagerly awaited. 
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HE International Association of 

Insurance Counsel is planning a 
three-day program at French Lick, 
Indiana, starting August 22nd, which 
will include a number of addresses on 
insurance subjects. The address of 
welcome will be given by the Honor- 
able Harry McClain, Commissioner 
of Insurance of the State of Indiana, 
and Governor McNutt of Indiana is 
also on the program for the opening 
session. 

Technical papers will be delivered 
by R. G. Rowe, Vice-President of the 
Lumbermens Mutual Casualty Com- 
pany of Chicago; Stanley K. Hen- 
shaw, Assistant General Counsel of 
the Union Central Life Insurance 
Company; H. Reid DeJarnette and 
George Weichelt. The complete pro- 
gram for the convention follows: 

August 21 
8:30 P.M.—Meeting of the Execu- 
tive Committee. 
August 22 
9:00 A.M.—Registration of Members 
and Guests. 
10:00 A.M.—Welcome Address by 
Hon. Harry McClain, Commis- 


sioner of Insurance, State of 
Indiana. 

Response by William O. Reeder of 
St. Louis. 

Address by President George W. 
Yancey. 
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Address by Hon. Paul V. McNutt, 

Governor of Indiana. 
1:00 P.M.—Adjournment. 
2:30 P.M.—Reconvene. 

(1) Open Forum for discussion of 
committee reports, and action 
thereon by the Association. 

(2) Reading and consideration of 
proposed by-laws as published in 
April issue of Insurance Coun- 
sel Journal. 

(3) Discussion of any other mat- 
ters which members may desire 
to bring before the meeting and 
action thereon by the Association. 

(4) Appointment of Nominating 
Committee by the President. 

5:00 P.M.—Adjournment. 
8:30 P.M.—Dinner and Dance. 


August 23 
9:30 A.M.—Address by R. G. Rowe, 
Vice-President of the Lumber- 
men’s Mutual on a casualty sub- 
ject. 

Health and Accident, or Life sub- 
ject by Stanley K. Henshaw, 
Assistant General Counsel of 
Union Central Life Insurance 
Co. 

Address by H. Reid DeJarnette on 
“Determining Casualty Coverage 
in Advance of Trial.” 

1:00 P.M.—Adjournment. 
2:00 P.M.—Golf Tournament 
men). 

3ridge Tournament (for ladies). 

8:30 P.M.—Informal Dinner. 


August 24 
9:30 A.M.— Address by George 
Weichelt on “Corporate Surety- 
ship.” 
Address by F. P. Brais, K. C. of 
Montreal. 
Report of Nominating Committee 
and election of officers. 
Report of Golf Committee and pre- 
sentation of trophies. 
1:00 P.M.—Adjournment. 
2:30 P.M.—Meeting of the Execu- 
tive Committee. 


North Carolina Refuses 


Compensation Increase 


(for 





COMMISSIONER DAN C. BONEY OF 
NORTH CAROLINA HAS REJECTED THE 
proposed increase in compensation 
rates which was filed recently by the 
National Council on Workmen’s 
Compensation Insurance. Mr. Boney 
said he was convinced that business 
improvement during the last year had 
made an increase unnecessary, and he 
withheld approval until next Spring 
when there will be available a full 
year’s experience in operations under 
the code provisions of wages and 
hours. 
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PREVENTION 


ee HE effectiveness of an idea,” 

said Andrew Carnegie, “may 

be judged not by its ingenuity 

but by the expediency with 
which it is carried out.” 


Prevention of accident is not 
a new thought in insurance prac- 
tice. But it is one that mutual 
companies have been more and 
more concerned with year after 
year. 


This extension of the scope of insurance 
service has a natural and basic appeal to 
mutual management. It is a_ practical 
manifestation of the fundamental mutual 
principle of “reducing the cost by reduc- 





Mutual companies have in- 
vested time, thought and money 
in accident prevention. This 
work has taken the form of 
research; printed material to 
policyholders through the mails; 
talks to groups; posters; bulle- 
tins; training of company repre- 
sentatives; cooperation with gov- 
ernmental, state and municipal 


bodies. 


The general public benefits from this 
work and mutual policyholders profit 
directly since prevention of accident is one 
tangible factor in producing the millions of 
dollars of dividends they receive annually. 




















ing the loss.” 
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ATLANTIC MUTUAL 
RECOGNIZES AND PAYS 
COMMISSION to BROKERS 


Aclantic Mutual accepts busi- 
ness from brokers and pays 
commissions in the same manner 
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mutual marine and transporta- 
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In June. 1934 the dividend savings returned to policyholders by 
this organization reached the enormous total of $50,000,000. 


Such a record, plus a national reputation for prompt 
| settlement of losses and courteous service, has in- 
spired the confidence of property owners everywhere. 


These companies have established a record that stands 





alone in the history of insurance—a record made 
possible through the loyal support and cooperation ot 


policyholders trom coast to coast. 
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“L-M-C” has assets of more than 
$17,200,000 and net surplus of 
more than $2,385,000 (based 
on actual market values of 


securities owned). 


More than $60,000,000 has 


been paid for losses and in div- 





idends to policyholders since 


organization in 1912. 


Lumbermens Mutual Casualty Company 


JAMES S. KEMPER 


President 


Home Office 
CHICAGO, U. S. A. 








Associate Company under “*L-M-C”? Management 
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AMERICAN MOTORISTS INSURANCE COMPANY 









































